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Value of agricultural production and exports, 2000–01 to 2020–21f

Rohan Nelson, Andrew Cameron, Charley Xia and Damien Thomson

Outlook for 2020–21 improves with higher production

In 2020–21 the gross value of agricultural production is forecast to
rise by 7% to $65 billion, an upward revision from the September
forecast. The main driver has been an upward revision of broadacre
crop production due to continuation of favourable growing conditions
over spring (see Australian crop report and Seasonal conditions).
Strong competition for cattle between processors and graziers has also
led to an upward revision of saleyard prices. Saleyard prices are likely
to moderate from their current very high levels as international
demand moderates in the latter half of 2020–21.

Higher grain production will flow through to agricultural exports, but
the overall value of exports is still forecast to fall by 7% year-on-year
to $44.7 billion in value terms. This is because recovery from drought
is limiting production and exports of livestock products and fibres.
Prices for crops are falling back to world parity levels, and these
remain low following several years of record world production.
COVID-19 containment measures have had a limited impact on
agricultural markets due to consumers switching from restaurants to
home consumption.
3

f ABARES forecast.
Source: ABARES

The forecast downturn in exports in a year of strong domestic
production growth is due both to differences in what is exported
versus what is produced, combined with the impact of the recent
drought on the livestock sector. In most years of the last 3 decades, the
cropping sector (including horticulture) contributed far more to the
value of domestic agricultural production than the livestock sector.
However, both sectors generally contributed equally to exports
because most horticultural products—worth over $12 billion
annually—are consumed in Australia.
Destocking during the drought temporarily shifted this balance.
Increased livestock turn-off from drought-affected regions increased
the export share of livestock products to 56%—a 25-year high. More
favourable seasonal conditions have led to herd and flock rebuilding
and the composition of exports is shifting back to crops, for which
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prices are falling back to export parity levels (which are historically
low), resulting in a steep decline in export earnings.

Contribution to the value of agricultural exports by sector, 1994–
95 to 2020–21f

In 2017 China reaffirmed a policy of increased openness to
international markets in its No. 1 Central Document. It was understood
that China would facilitate greater engagement with international
markets through more rigorous application of trade law, biosecurity
protocols and technical trade rules such as labelling. Application of
these trade rules is existing Chinese Government policy and should not
always be interpreted as an escalation of trade tensions.

f ABARES forecast.
Source: ABARES

Trade tensions with China

Australia's share of China's imports, selected commodities, by
value, 2000 to 2019

Disruptions to Australia's trade with China continue, despite the
economic benefits trade brings to both countries. To date exports of
barley and wine have been most affected. Australian barley has been
diverted to other markets, and exports of high-value wines to China
spiked in anticipation of the anti-dumping security deposits
introduced in late November 2020. The introduction of anti-dumping
security deposits is expected to significantly reduce wine exports to
China. Australia may be able to divert a limited amount of wine to
existing markets such as the United Kingdom and the United States,
but a lack of access to the Chinese market will likely reduce production
value and sales in 2020–21 (see Wine).
4

The causes of trade tensions with China appear to lie mostly outside
commodity markets. Australian exports to China have grown over
time, first with China's accession to the World Trade Organization in
2001 and later with the China–Australia Free Trade Agreement. This
growth in exports to China is not unique to Australia. China is also
expanding trade with many other countries. Australia's share of
China's imports has varied since 2000 but recently has been well
within the normal range since 2001.

Note: Range is defined by the minimum and maximum values between 2000 and 2019.
Source: UN Comtrade
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How concentrated are Australia's agricultural exports?

The concentration of Australian agricultural exports varies and is not
always concentrated in China. The share of exports to China in 2019–
20 varied considerably across commodities, ranging from 10% of
wheat exports to 79% of wool exports. China's share of individual
commodity exports can be viewed alongside two other common
indicators of export concentration.

The number of partner markets is a simple measure of the
concentration of Australia's export markets. In 2019–20 the number of
destinations for Australian agricultural exports ranged from a low of
16 for cotton to a high of 91 for wine. The number of partner
destinations reflects several factors including the nature of the
product (staple food, luxury item or raw material), location of global
value chains and market access. For specialised products such as
cotton and wool, the concentration of textile manufacturing in Asia
contributes to the low number of markets.

Indicators of Australia's export market concentration for key
commodities, 2019–20

Note: The size of the circle indicates the share of Australia's exports which go to China for
each commodity shown. Number of markets is the number of partner destinations in
which commodity exports exceeded $10,000, the threshold used by the World Bank.
Source: ABARES

The Herfindahl–Hirschman Index is a more sophisticated measure of
market concentration. It ranges from a minimum value of 0 (widely
dispersed) to a maximum value of 10,000 (single market dependency).
In 2019–20 the index for Australia's agricultural exports ranged from
a low of 780 for wheat to 6,300 for wool.
These two measures show that markets for Australian fibres are more
concentrated in China than other exports. Markets for other exports
affected by recently applied tariffs – such as wine and barley – are
much less concentrated.

5
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Fruit and vegetable markets affected by labour supply

Fruit and vegetable prices are expected to rise in Australian domestic
markets due to COVID-19 travel restrictions limiting labour available
for harvesting. Prices of summer vegetables, stone fruit, pome fruit
and table grapes are forecast to rise by between 15% and 25%.
Competition for labour is expected to increase due to a smaller-thanusual foreign workforce on extended holiday visas. Labour is expected
to be competitively allocated to industries able to pay the most, with
those harvesting earlier in the season also expected to be advantaged.
The regional impacts of labour shortages are expected to be uneven,
with regions in the south where peak harvest is later in the season
most affected (see Horticulture).

In the short term prices are less likely to rise for horticultural products
that can be readily supplemented by imports. In the longer term,
disruptions to harvests are more likely to result in price rises for
consumers in those products that cannot be easily imported due to
biosecurity protocols, transport costs or seasonal availability.

Agricultural markets coping well with COVID-19

Australia's agricultural markets have been largely unaffected by the
COVID-19 pandemic, with some notable exceptions. As anticipated,
Australia's export-oriented agricultural industries have had to adapt
to the effects of global containment measures rather than the direct
effects of the virus itself. Compensating factors have included potential
falls in demand for food and fibre coinciding with drought-induced
falls in supply. Lockdowns shifted consumption from restaurants to
meals prepared in the home, confining most demand-related impacts
of the pandemic to higher-value product consumed mostly in
restaurants.
6

Rapid adaptation has also meant that the pandemic has had a limited
impact on price volatility. The impact on dairy and grain markets, for
example, has been far less significant than that of the global financial
crisis from 2007 to 2009 – mainly due to less reactive and more open
trade policies (see Dairy, Wheat).

Many changes in agricultural prices can be explained by non-pandemic
supply and demand factors. For example, Australian grain prices are
falling to post-drought export parity levels. Australian barley prices
are expected to fall below export parity prices until production and
markets adjust to tariffs imposed by China. Recovering global demand
for vegetable oils and meals is expected to partly compensate for a
post-drought fall in Australian canola prices to export parity.
Some agricultural markets have been affected by COVID-19 or the
control measures used to contain its spread. The cost of fruit and
vegetables are expected to increase during the Australian summer as a
smaller-than-usual workforce restricts production volumes. At the
same time, the demand-dampening effects of COVID-19 containment
measures are now more nuanced and intermingled with other effects.
For example, demand for Australian meat exports is expected to ease
as Chinese consumers gradually substitute back towards pork as pig
herds are rebuilt following containment of African swine fever.
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Outlook improves beyond the September COVID-19
upside scenario

The September edition of Agricultural commodities outlined upside
and downside scenarios for Australian agriculture depending on the
course of the COVID-19 pandemic. Modelling showed that a worsening
of the pandemic posed greater risks to agriculture than what would
have been considered a rapid improvement at the time. The downside
scenario saw the gross value of agricultural production fall by
$3.7 billion and exports by $4.6 billion, and the upside scenario
improvements of $1.9 billion in production and $3.2 billion in exports.

The gross value of agricultural production is now forecast to rise by
$4.2 billion to reach $65 billion in 2020–21. Exports are expected to
fall by less than forecast in September. These improvements are due
primarily to factors unrelated to changes in the COVID–19 situation
and not accounted for in the September scenarios. The minimal impact
of COVID-19 on Australia's agricultural industries and markets means
that the value of agricultural production continues to be driven by
other factors. Following better than anticipated seasonal conditions,
broadacre crop production has been revised upwards, and livestock
prices have remained higher than expected due to strong competition
between processors and graziers.

conditions means that potential falls in export demand and world
prices have largely not eventuated. The prospect of effective vaccines
has also improved confidence globally.

Comparison of gross value of agricultural production, September
and December 2020–21

Source: ABARES

Some improvement in the outlook has been influenced by changes in
factors considered in the scenarios. The effective containment of
COVID–19 in Victoria and the subsequent opening of state borders has
meant some labour supply issues can be largely avoided. The low
labour intensity of broadacre agriculture means that constraints on
labour are expected to be confined to the most labour-intensive
horticultural industries. The outlook for the domestic economy has
improved since September, and a global recovery in economic
7
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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

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

0.73

8.1

index

85.0

85.2

87.4

95.4

100.0

93.6

-6.4

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

44,635
22,421
22,213
1,542
3,116
49,293

48,746
27,796
20,949
1,435
3,460
53,641

48,800
24,951
23,850
1,575
3,605
53,981

48,584
22,770
25,814
1,530
3,924
54,038

48,228
21,346
26,882
1,411
3,293
52,932

44,763
23,121
21,642
1,379
3,096
49,238

-7.2
8.3
-19.5
-2.3
-6.0
-7.0

A$m
A$m
A$m
A$m
A$m
A$m
index
index
index

56,554
27,791
28,763
3,020
2,270
61,844
107.8
114.0
102.7

61,647
33,547
28,099
3,058
2,571
67,275
117.5
143.7
95.7

59,581
29,855
29,726
3,178
2,668
65,427
111.9
124.8
100.7

60,945
30,018
30,927
3,245
2,753
66,943
103.7
107.1
100.8

60,875
27,385
33,490
2,952
2,420
66,247
100.0
100.0
100.0

65,093
34,085
31,008
2,915
2,483
70,492
109.0
137.5
87.4

6.9
24.5
-7.4
-1.2
2.6
6.4
9.0
37.5
-12.6

’000 ha
million
million

21,337
67.5
25.0

24,373
72.1
26.2

23,144
70.6
26.4

20,865
65.8
24.7

18,732
62.7
23.4

23,709
65.2
23.9

26.6
4.0
2.3

A$m
A$m
A$m
index

47,378
19,178
9,175
95.8

49,795
22,229
11,851
98.2

49,101
20,557
10,480
95.2

52,947
18,280
7,997
94.0

50,889
20,475
9,986
100.0

52,065
23,726
13,028
100.8

2.3
15.9
30.5
0.8

’000
321
304
329
334
334
na
na
’000
11,832
11,990
12,369
12,667
12,690
na
na
a Base: 2019–20 = 100. b For a definition of the gross value of farm production see Table 13. c Estimated gross value of logs delivered to mill door (or wharf gate). d Chain-weighted basis
using Fisher’s ideal index with a reference year of 2019–20 = 100. e Gross value of farm cash income less total cash costs. f ABARES forecast. g Gross value of farm production less total
farm costs. h Ratio of index of prices received by farmers and index of prices paid by farmers, base: 2019–20 = 100. s ABARES estimate.
Sources: ABARES; ABS; RBA
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commodities. For example, recovery in demand for woollen apparel
will likely be delayed, negatively affecting wool prices.

Robert Curtotti and David Mobsby

In China, containment of COVID-19 has been broadly successful,
allowing the economy to rapidly recover. However, trade tensions
have created uncertainties for some Australian agricultural exports.
Disruptions to trade are occurring, with Australian exporters expected
to divert trade to the next highest value markets.

Oil prices to remain low

Global recovery slow and uneven

Measures to contain the spread of COVID-19 continue to affect demand
for Australia's agricultural commodities. A contraction of the global
economy is expected for 2020. Projected growth in 2021 is expected to
be strong, but despite this, the level of global GDP will only be slightly
above that in 2019, implying the emergence of output gaps and higher
unemployment. The loss of almost a year of output growth for the
global economy implies a drawn out recovery for employment, with
the output gap lingering beyond early 2021. Recovery will be uneven,
reflecting patchiness and delays in economic re-opening due to
subsequent and ongoing waves, and uncertain timing for the
deployment of effective vaccines.
Agricultural trade has been resilient, but the rising cases of COVID-19
in Europe and the United States pose some risk to the demand for
Australia's agricultural exports because of the size of these economies
and their impact on the global economy. Uncertainty also surrounds
fiscal and monetary policy that could support household incomes and
food demand in these regions into 2021. The latest wave of infections
is likely to slow recovery in the prices for higher-value agricultural
9

Ongoing reduced people movement from COVID-19 induced
lockdowns is likely to reduce demand for transport fuels. This will
maintain low global crude oil prices for the remainder of 2020 and
early 2021 delaying economic recovery for oil-exporting nations.
International oil prices are projected to rise slightly by the middle of
2021 but remain well below the levels of late 2019.

A mix of factors will influence crude oil prices into 2021. Prospects of
an effective vaccine against COVID-19 have provided some recent
support to oil prices, partly countering the demand-reducing impacts
of high rates of infections in Europe and the United States. It is unclear
how OPEC+ members will respond to an emerging scenario of
extended lockdowns, but initial signs suggest the group will continue
to restrict supply in a bid to support prices into early 2021.

ABARES Agricultural Commodities:
December quarter 2020

Economic overview

Change in quarterly GDP growth by region, quarter 1 to quarter 3,
2020

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

Note: Quarterly growth rates of real GDP. Change compared to same quarter in previous
year.
Source: OECD

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

Demand for food has been resilient, but consumption
patterns changing

Consumers have adapted to restrictions on eating out by increasing
online food purchases – intensifying and continuing an existing trend.
Online food retailing has risen sharply in many economies. In the
Republic of Korea, online food retailing increased by 54% over the
first 9 months of 2020 to 14.1 trillion won. An increase in online food
retailing has also been observed in Australia during 2020 and
accounted for 5.7% of all food retailing in September 2020 compared
with 2.8% in January 2020.

In general, expenditure on food has been less affected by measures
designed to contain the spread of COVID-19 than expenditure on other
goods and services. This is despite higher levels of unemployment in
key markets such as the eurozone, the United Kingdom, the United
States, Indonesia and Japan. Demand for food is relatively
unresponsive to changes in income because food is a staple (see
Agricultural commodities: June quarter 2020). Additionally,
restrictions on eating out have resulted in substitution to home-based
consumption rather than decreased food demand. This has changed
the type of processing that food products undergo.

10
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Food expenditure, United States and Australia, January 2018 to
September 2020

In China, growth in consumer expenditure on most categories was
down in 2020 despite positive growth in GDP in the second and third
quarters of 2020. Food retail expenditure was 11% higher in the first 3
quarters of 2020 compared with the first 3 quarters in the previous
year – most of this growth occurred in urban areas. In comparison,
food expenditure at catering services was 24% lower, which will
continue to be detrimental to the demand for higher-value foods
products.

Annual growth in consumer expenditure over first 3 quarters of
2020, China, by category

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. Expenditure data has been seasonally
adjusted.
Sources: Australian Bureau of Statistics; Bureau of Economic Analysis

Some changes in consumer behaviour are likely to extend beyond the
current pandemic. For example, the current trend towards working
from home and conducting virtual meetings will have implications for
the pattern of demand for agricultural commodities over the longer
term. This will especially affect inputs for away-from-home meals in
office precincts and for the catering sector that services business
travel. The increased use of online ordering platforms will affect how
food products are delivered along the supply chain to consumers.
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Note: Growth compared to same period in previous year.
Source: National Bureau of Statistics, China

In Japan, expenditure on food and beverages was steady, but
expenditure on machinery and equipment, such as electronic goods,
and medicine and toiletries rose. Retail sales in the third quarter of
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2020 were at a similar level to the third quarter of 2019. However, the
pattern of consumption expenditure was quite different – expenditure
on fabrics, apparel and accessories, motor vehicles, general
merchandise and fuel was significantly reduced.

Annual growth in consumer expenditure, Japan, 3rd quarter 2020,
by category

was provided to support the global economy. The level of support has
varied across countries, ranging from 5% to 45% of GDP. High
unemployment in major economies is likely to induce continuing fiscal
and monetary policy responses, which will reduce as economies
recover.
Agricultural commodity trade has benefited from this support.
Assistance to industry to deploy COVID-safe operational work
processes has meant that supply chains have mostly continued to
operate throughout the pandemic. This has been important in keeping
meat-processing facilities operating during 2020. These facilities
proved vulnerable to COVID-19 due to the difficulty of social
distancing on production lines. Support for airfreight services has
been important in sustaining the supply of seafood and high-value
horticultural products to export markets. On the demand side, fiscal
and monetary expansionary policy has sustained incomes, which has
supported demand for agricultural commodities.

Trade in goods recovering, commercial services lagging

Note: Growth compared to same period in previous year.
Source: Ministry of Economy, Trade and Industry, Japan

Economic stimulus supporting agricultural goods trade

The inherent stability of demand for food has been assisted by a range
of fiscal and monetary support measures designed to support
household incomes. By the middle of 2020, more than US$10 trillion
12

Global goods trade is slowly recovering from the COVID-19–induced
disruptions in early 2020. The recovery in trade has been faster than
the recovery following the global financial crisis, despite the current
decline in global economic activity being more significant. This reflects
the different nature of the current crisis. Recovery in goods trade has
been observed across several major economies, most notably during
the third quarter of 2020 when global goods trade approached preCOVID-19 levels.
Recovery in global services trade has been slow. Trade in commercial
services is significant, with international passenger transport and
freight making a large contribution to overall services trade. Other
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components include telecommunications and business services. The
short-term outlook for the recovery in domestic travel remains
uncertain due to rising COVID-19 cases and consequent lockdowns.
International travel remains subdued when compared to pre-COVID19 levels. Despite encouraging signs of recovery in flight travel,
recovery in services trade remains subdued and the level of exports is
well below pre-COVID levels.
Services trade indirectly requires significant inputs from the
agricultural sector – for example, catering for travel and
accommodation and out-of-home meals. Delay in recovery of this
sector is likely to alter the pattern of production in the agricultural
sector, with product being directed to alternative markets at lower
prices.

Agricultural trade has been resilient

Agricultural trade has been far less disrupted by efforts to contain the
spread of COVID-19 than trade in other goods. This is consistent with
experience during the global financial crisis, because food demand is
relatively unresponsive to changes in income. 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.

Global goods trade, quarter 4,2019 to quarter 2,2020, by category

Global trade in goods and services, January 2013 to August 2020

Note: Growth compared to same period in previous year. Percentage change in US$
values.
Sources: WTO Secretariat estimates

Australia's economy showing signs of recovery
Note: January 2013 = 100.
Sources: CPB Netherlands Bureau for Economic Policy Analysis data for goods trade; WTO
Secretariat estimates for services trade
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An easing of the State border restrictions that impeded people
movement in 2020 is expected to cement the improvements in
consumer confidence observed in the final quarters of 2020. This is
expected to result in GDP recovering in the first half of 2021. However,
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the economy is still assumed to contract by around 3% in the 2020–21
financial year (see November 2020 RBA Monetary Statement) but
grow in the 2021 calendar year.
Around 30% of Australian agricultural production is consumed
domestically. Despite the anticipated contraction in economic activity
in 2020–21, domestic demand for Australia's agricultural products is
expected to remain relatively strong. This is because food is an
essential good and because the pandemic has been well managed.
Increased people movement will help sustain a recovery in the
domestic travel, accommodation and food services sectors, which will
support demand for higher unit value agricultural products. A low
incidence of COVID-19 in Australia is also allowing business precincts
to re-open, which will increase demand for away-from-home meals.

In late 2020 the US dollar depreciated against a range of currencies,
further strengthening the Australian dollar. This has been driven by an
anticipation of monetary and fiscal stimulus to address a shortfall in
consumer demand, and anticipation of opportunities for investment in
emerging economies with the expected rapid deployment of a COVID19 vaccine in 2021. These factors are expected to keep the Australian
dollar in the low to mid 70 cents range in early 2021.

Recent movements in A$/US$ exchange rate, July 2019 to
November 2020

Value of dollar forecast to rise

The value of the Australian dollar affects the relative cost of Australia's
agricultural exports to consumers in foreign markets. The exchange
rate averaged US67 cents in 2019–20 but was volatile throughout the
year, varying between US56 cents and US71 cents. The exchange rate
is expected to average US73 cents in the 2020–21 year. This will make
Australia's agricultural exports less competitive in global markets and
increase pressure on producers to reduce costs.

Rising iron ore prices and a depreciation of the US dollar contributed
to the appreciation of the Australian dollar between March 2020 and
early November 2020. Rising iron ore prices resulted from supply
constraints in Brazil, which is the world's second largest iron ore
exporter after Australia. Rising steel demand from China due to
increased economic activity and government stimulus also contributed
to rising iron ore prices, particularly in the latter half of 2020.
14

Source: RBA, IMF
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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

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

3.5
2.2
3.0
0.3
1.8
1.3
1.8
0.8
1.3
2.9
4.5
6.3
5.3
6.8
6.9
1.1
2.1
3.3
2.5

2.8
1.7
2.2
0.7
1.3
0.6
1.5
0.3
1.5
2.0
3.7
5.5
4.9
6.1
4.7
0.0
1.4
2.1
1.3

-4.4
-5.8
-4.3
-5.3
-8.3
-6.0
-9.8
-10.6
-9.8
-1.9
-3.4
-1.9
-3.5
1.9
-10.3
-8.1
-4.1
-4.6
-4.1

4.9
3.9
3.1
2.3
5.2
4.2
6.0
5.2
5.9
2.9
5.7
7.7
6.2
8.2
8.8
3.6
3.0
3.9
2.8

%
%
%
%

2.3
3.3
5.4
4.7

1.6
2.5
4.5
3.1

-6.1
-4.7
-2.7
-9.8

3.6
4.9
7.2
7.0

%
%

2.4
4.9

1.8
5.3

1.2
3.5

1.5
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
0.9
2.4

US$
0.78
0.72
0.67
0.73
index
64.5
61.5
58.5
61.0
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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World precipitation anomalies, August to October 2020

Emma Pearce and Matthew Miller

Favourable global production conditions despite mixed
rainfall
Rainfall conditions to date

Rainfall over the 3 months to 31 October 2020 was variable for the
world's major grain-producing and oilseed-producing regions. In the
northern hemisphere, August to October 2020 rainfall, which is
important for development and yield prospects of spring wheat,
canola crops and summer crops, was generally below average across
parts of the United States, Canada, Mexico, Ukraine and the south-west
and central-east of the Russian Federation. In contrast, rainfall was
above average across parts of the United Kingdom, eastern Europe,
India, eastern China, South-East Asia and the south-east of the United
States. This rainfall also affects starting soil moisture conditions and
farmers' planting decisions for winter wheat and canola crops to be
harvested in 2021.

In the southern hemisphere, rainfall from August to October tends to
affect winter crop development and yield prospects and starting soil
moisture conditions for summer crops. Rainfall over the 3 months to
31 October 2020 was below average across much of Brazil and parts of
Argentina.
16

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

Crop conditions

Global crop production conditions continue to be favourable despite
mixed climatic conditions across parts of the European Union, Ukraine,
China, the United States, Argentina, Australia and the south of the
Russian Federation. Generally favourable global growing conditions
are expected to result in record levels of corn and soybean production
in 2020–21. Mixed growing conditions have reduced expected global
wheat production in 2020–21, but record levels of production are still
forecast. Meanwhile, favourable growing conditions are expected to
see global rice production increase year-on-year in 2020–21. For
commodity-by-commodity assessments of the global crop production
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conditions, see ABARES Weekly Australian climate, water and
agricultural update–19 November 2020.

Crop conditions, Agricultural Market Information System
countries, 28 October 2020

Global climate outlook mixed

The climate outlook is for average to above average rainfall between
December 2020 and February 2021 for most of the world's major
grain-producing and oilseed-producing regions. The current La Niña
event is expected to result in below average rainfall for the southern
United States, central Russian Federation, southern Brazil and much of
Argentina. This below average rainfall outlook follows recent dry
conditions in parts of Brazil and Argentina and is likely to adversely
affect the development of summer crops including wheat, soybeans
and corn. Dry conditions have also slowed the planting of winter
wheat in the northern hemisphere. An outlook for further dry
conditions could reduce snow cover insulation and damage crops
during dormancy in the United States and the Russian Federation. For
country-by-country assessments of the climate outlook and potential
impact on production conditions, see ABARES Weekly Australian
climate, water and agricultural update–19 November 2020.

Notes: As of 28 October 2020 wheat conditions in Australia were 'Exceptional' in New
South Wales, 'Favourable' in Victoria and South Australia and 'Poor' in Queensland and
Western Australia. Exceptional: Conditions are much better than average* at the time of
reporting. Favourable: Conditions range from slightly lower to slightly better than
average* at reporting time. Poor: Crop conditions are well below average*. Crop yields are
likely to be more than 5% below average.
*"Average" refers to the average conditions over the past 5 years.
Source: Agricultural Market Information System
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La Niña and world agriculture

regionally varying time periods in South-East Asia, southern Africa and
southern Central America. Australia and Indonesia. Northern South
America and northern India typically see increased rainfall from June
to January during a La Niña event.
The previous La Niña event observed in 2017–18 had an intensely
adverse influence on North American and South American agriculture.
In early 2018 Argentina harvested its worst soybean crop in 9 years
and Brazilian corn production was well below average. US HRW wheat
yields were poor that year and dry conditions continued to affect the
subsequent corn and soybean growing season.

Source: International Research Institute for Climate and Society

La Niña events are characterised by cooler-than-normal surface
waters in the equatorial Pacific Ocean. Persistent dry conditions
associated with La Niña are most likely to occur in Argentina, southern
Brazil and across the US Southern Plains, where the country's hard red
winter (HRW) wheat is grown.

The influence, timing, and duration of La Niña's impact on global
rainfall is not uniform. La Niña conditions typically reduce rainfall for
regionally varying periods ranging from 4-months (November to
February) to 7-months (November to May) in East Africa, the southern
United States, the northern Middle East, southern Central Asia,
Afghanistan, Pakistan, southern India, southern Brazil, northern
Argentina, eastern China and the Korean Peninsula. Meanwhile,
southern Japan typically sees reduced rainfall from November to
January. La Niña conditions typically increase rainfall for similar
18

The strength and persistence of this current La Niña event will be
crucial in determining the potential agricultural impacts. Stronger sea
surface temperature anomalies were recorded in 2017–18 than in
2016–17, and this assisted in keeping ocean temperatures much
cooler than normal throughout that event. In 2017–18 the strong cold
sea surface temperature anomaly was evident from November to
March. Had it weakened earlier, the negative impact on cropping
outcomes in North and South America would likely have been
lessened.
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La Niña may reduce global agricultural production

Drought index for Argentina

The El Niño-Southern Oscillation (ENSO) is currently in a La Niña
phase, with very cool ocean conditions in the eastern equatorial
Pacific. The National Oceanic and Atmospheric Administration (NOAA)
has indicated that La Niña conditions are expected to continue through
January to March (around 95% chance) and potentially through March
to May (around 65% chance).

Wheat

Argentina is the third-largest producer of wheat in the world, and a
major exporter of wheat to Brazil. Dry conditions associated with La
Niña are affecting Argentina's main wheat-producing regions just as
crops are maturing. Of the 4 main wheat-growing provinces, Cordoba
and La Pampa in central Argentina are experiencing moderate drought
conditions and Entre Rios and Buenos Aires provinces are abnormally
dry. The Buenos Aires Grain Exchange has subsequently reduced its
2020–21 wheat harvest estimate (see Wheat).
Note: The Gro Drought Index (GDI) is processed at the district level and measures drought
severity on a scale from 0 or no drought to 5 or severe drought. GDI provides fully
automated, high-resolution measurements of droughts worldwide and is based on a Gro
machine-learning model that updates daily with 46 separate environmental and climate
inputs.
Source: Gro Intelligence

A shortfall in Argentine production this season is likely to be more
than offset by favourable wheat harvests in Australia and Canada,
which would help to support global supplies. However, the United
States is also struggling with dry conditions which may reduce total
supplies in 2021.
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Planting of the US hard red winter (HRW) wheat crop is almost
complete with sowing staring in September. The 2021 US HRW crop
enters its dormant stage in late November/December and will not be
harvested until July/August next year. Although the 2021 crop is only
in the early stages of crop development, dry conditions in the
US Southern Plains due to the influence of the La Niña climate event
already threaten to reduce yields. Current climate forecasts indicate
reduced rainfall in Kansas, the main state for US HRW production.
Kansas, Oklahoma and Texas make up approximately 70% of US HRW
wheat production. The yields from these 3 states are key determinants
of US production. The USDA's Weekly Weather and Crop Bulletin
published on 24 November 2020 indicated that the American winter
wheat crop is in worse shape than expected. The bulletin reported
nationwide crop condition to be at a combined 43% for the excellent
and good categories. This is 9 percentage points below the good to
excellent condition score for this time last year. This combined
excellent to good score at the end of November is the second lowest in
the past 20 years, only after the record low of 33% in 2013.

US winter wheat condition, end of November 2020

Note: The 'excellent' and 'good' condition scores are based on a weighted average for all
18 US winter wheat producing states as reported in the USDA's Weekly Weather and Crop
Bulletin during the last week of November (Week 48) each year. In the bulletin, crop
condition is estimated using 5 categories: Excellent, Good, Fair, Poor, and Very Poor.
Conditions quoted are the % of each category, adding up to 100 for each state and the
national total.
Source: National Agricultural Statistics Service, USDA

Oilseeds

La Niña often creates hot, dry weather in southern Brazil and central
Argentina, leading to drought in some of the world's most important
soybean producing and exporting regions. Dry conditions have already
delayed planting of the 2020–21 summer soybean crop and may
reduce planted area in Argentina and Brazil. If low rainfall persists
during the growing season, production will be affected even further.
Brazilian exports compete with US exports for market share in China,
so US farmers stand to see less competition if La Niña effects are
significant this year.
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Corn

The soybean-producing regions of Brazil and Argentina are also a
significant source of corn production and exports. Argentina is the
world's third-largest exporter of corn and production forecasts are
being revised downward due to dryness and drought. A lack of
sufficient soil moisture in the country's prime production regions of
Cordoba, Santa Fe and Entre Rios has delayed the planting of early
corn. The delayed soybean season will also result in delays in planting
of the second, later corn crop in both countries. These adverse
production conditions have led the Buenos Aires Grain Exchange to
revise down their production estimate for 2020–21. Argentine
growers are now expected to harvest 47 million tonnes of corn, which
is 9% lower than 2019–20 production.

Corn sowing in Argentina, typically starts in early September for
harvest in April/May. The second Argentine corn crop, which is
planted in December/January and harvested in June/July, could also
be affected if the below average – La Niña influenced – rainfall outlook
is realised. China has been importing significant amounts of corn. Any
production shortfall in exporting countries will affect global balance
sheets and reduce available supplies.

La Niña will likely benefit Australian agricultural
production

A La Niña during late spring and summer is likely to bring above
average rainfall to eastern and northern Australia. These conditions
are likely to generate favourable growing conditions for summer crops
and pasture production. This La Niña event is expected to be relatively
strong, persisting until at least the end of February 2021. The
significant increase in winter crop production in 2020–21 is more a
result of a consolidated early autumn break and well above average
21

August to October rainfall across south-eastern Australia, rather than
the influence of this late forming La Niña event.

NINO 3.4 model summary

Note: This graph shows the average forecast value of NINO 3.4 for each international
model for the selected calendar month. If the bars on the graph are approaching or
exceeding the blue dashed line, there is an increased risk of La Niña. The models used are
from the Bureau of Meteorology (BoM), the Meteorological Service of Canada (CanSIPS),
the European Centre for Medium-Range Weather Forecasts (ECMWF), the Japan
Meteorological Agency (JMA), Météo-France (METEO), the National Aeronautics and
Space Administration (NASA), the National Oceanic and Atmospheric Administration
(NOAA) and the United Kingdom Met Office (UKMO).
Source: Bureau of Meteorology

The last strong La Niña event in Australia was in 2010 to 2012 and
resulted in one of Australia's wettest 2-year periods on record.
Widespread flooding occurred in many parts of Australia associated
with the record rainfalls. Tropical cyclone activity in the 2010–2011
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season was near normal. However, 5 of the tropical cyclones during
2010–11 were in the severe category, which is above average. This
included Tropical Cyclone Yasi, which caused widespread damage to
Far North Queensland.

The impact of a La Niña event on agricultural production is not
uniform and is difficult to predict. Although La Niña is often associated
with above average rainfall in Australia, the impact of a La Niña
depends on the timing, strength and persistence of events, and the
behaviour of other climate drivers, and can have a significant effect on
crop and pasture production. Several of the La Niña events since 1970
have not had any significant effect on the volume of Australian farm
production.

In those years when total farm production increased in association
with a La Niña event, the increase can mainly be attributed to a boost
in crop production. During La Niña events, the volume of livestock
production often decreases as producers increase the retention of
productive breeding stock across both cattle and sheep markets—
tightening domestic livestock supply—and lending support to the
national herd and flock rebuild.

Volume of Australian crop production and La Niña

Volume of Australian agricultural production and La Niña

f ABARES forecast.
Note: Chained volume production during the three phases of the El Niño Southern
Oscillation (ENSO), El Niño, Neutral and La Niña. The indexes for Australian crop
production are calculated on a chain-weighted basis using Fisher's ideal index with a
reference year of 2019–20 = 100.
Sources: ABARES; ABS
f ABARES forecast.
Note: Chained volume production during the three phases of the El Niño Southern
Oscillation (ENSO), El Niño, Neutral and La Niña. The indexes for Australian agricultural
production are calculated on a chained weight basis using Fisher's ideal index with a
reference year of 2019–20 = 100.
Sources: ABARES, ABS
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The 2010 to 2012 La Niña was an early forming and long-lived event
that was enhanced by the influence of a negative Indian Ocean Dipole
(IOD). In contrast, the current La Niña was late forming and is weaker
than at the same point in the 2010 to 2012 La Niña. At least for the
2020–21 summer growing season, the current La Niña event is not
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likely to have the same impact on Australian agriculture as the strong
La Niña in 2010 to 2012.

Rainfall percentiles, Australia, 1 August to 31 October 2020

Australian production prospects good at end of spring

The analysis of rainfall, production conditions and the climate outlook
presented here were used to update ABARES forecasts of Australian
agricultural production for 2020–21.
Following below average rainfall from May to July across much of
southern Australia, much of Australia recorded average to extremely
high rainfall from August to October. This rainfall supported average
to above average pasture and crop growth across south-eastern
Australia.

Moderate, but variable rainfall during October largely benefited
agricultural production across New South Wales, Victoria, South
Australia and the Northern Territory. However, in some growing
regions October rainfall had localised adverse impacts on hay
production and grain harvest and may have reduced the quality of
crops that were ready to harvest. In contrast, low rainfall, higher than
average temperatures and low soil moisture were recorded in southwestern Western Australia during October. Following below average
rainfall during winter and the start of spring, these conditions have
reduced crop yields in Western Australia. The area planted to summer
crops in northern New South Wales and southern Queensland is
expected to increase significantly in 2020–21 due to the favourable
rainfall outlook for summer.

23

Notes: Rainfall for August to October 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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Climate outlook for Australian agriculture

Rainfall percentiles, Australia, October 2020

Average or better rainfall likely across northern and eastern
Australia

The Bureau of Meteorology's climate outlook for December 2020 to
February 2021 (released on 19 November 2020) suggests that the
chance of exceeding median summer rainfall is greater than 65%
across most of Australia, and greater than 75% across parts of
northern and eastern Australia.

Notes: Rainfall for October 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 continued to improve in the Murray–
Darling Basin water supply system. At 12 November 2020 the current
volume of water held in storage is 15,562 GL, which represents 61% of
total capacity. This is 55% or 5,553 GL more than at the same time last
year. Increased dam storages offer favourable irrigated planting
prospects in southern New South Wales (see Natural fibres).

The Bureau of Meteorology's forecast indicates a 75% chance of
receiving between 100 mm and 300 mm across much of eastern and
northern Australia between December 2020 and February 2021.
Rainfall totals greater than 300 mm are likely across the tropical north
and much of the eastern coastline of Australia and are associated with
the onset of the northern wet season and the Australian monsoon.
These high rainfall totals are almost equivalent to the seasonal median
(between 1990 and 2012) and represent an excellent start to the
2020–21 summer cropping season in eastern Australia and wet season
across northern Australia. There is a high chance of recording
December to February rainfall totals sufficient to sustain above
average crop and pasture production through summer.

For a more comprehensive assessment of recent agricultural
production conditions and potential impact on production, see
ABARES Weekly Australian climate, water and agricultural update–
5 November 2020.
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Rainfall totals with a 75% chance of occurring, Australia,
December 2020 to February 2021

Source: Bureau of Meteorology
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products is likely to fall as a result of recurring outbreaks of COVID-19
and the impact of containment measures on economic growth.

Amelia Brown

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

World wheat prices to increase

The world wheat price is forecast to increase by 11% in 2020–21, to
an average of US$245 per tonne. Higher prices reflect a fall in
production in some major exporting countries in 2020–21, dryness
during the 2021–22 winter crop planting window in the United States,
the European Union and Russian Federation, and increased global
import demand, particularly from China. High global demand for
staple wheat products is likely to be partially offset by a fall in demand
for discretionary foods which have been affected by weaker global
economic growth resulting from COVID-19 containment measures.

However, containment measures have not affected underlying demand
for wheat. Milling wheat has few substitutes and is used to produce
bread, pasta and other staples. Demand for these products is relatively
unresponsive to changes in income. A surge in demand from some
major importers in the second half of 2020 may reflect attempts to
secure supplies in the face of secondary outbreaks in the northern
hemisphere. Demand for higher-value foods derived from wheat flour
(cakes, biscuits and pastries) and higher-value meat and dairy

26

f ABARES forecast.
Source: IGC; USDA

Despite the COVID-19 pandemic, movements in supply, demand and
stocks have remained the key drivers for price changes in world wheat
markets. Wheat export prices increased significantly between early
September and November 2020 due to strong global demand and the
prospect of declining export availability due to poor seasonal
conditions in Argentina and parts of the northern hemisphere. Price
volatility is likely to continue until there is more certainty about the
size of next year's wheat crop. Past significant sudden price changes,
such as during the 2007–08 food price crisis, saw underlying market
price movements exacerbated by policy interventions causing prices
to spike. Such sudden policy changes have not been a feature of the
COVID-19 pandemic.
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Daily wheat price, US no. 2 hard red winter, June 2001 to
November 2020

above average yields, particularly in New South Wales. This is forecast
to be partially offset by less favourable seasonal conditions in
Queensland and Western Australia, where limited spring rainfall has
reduced yield potential.
If wheat production and export forecasts for 2020–21 are realised,
ending stocks will rebuild to around 5 million tonnes, more than
double that of 2019–20. Australian wheat supply has been adversely
affected by 3 consecutive years of below average production due to
drought. Poor pasture growth and the continued expansion of
intensive livestock industries during this period resulted in a
significant increase in domestic feed demand. A combination of
increased demand, low production and high costs associated with
importing grain led to 2019–20 wheat stocks falling to a historic low.

Australian exports to more than double

Source: IGC

World production to reach new record

World wheat production is forecast to increase slightly in 2019–20 to
reach a record high of around 768 million tonnes in 2020–21. This is
despite mixed seasonal conditions in major wheat-producing
countries. Increased production in Australia, Canada, China, India and
the Russian Federation is forecast to offset lower production in
Argentina, the European Union, the United States and Ukraine.

Australian wheat production second highest on record

Australian wheat production is forecast to more than double in 2020–
21 to around 31 million tonnes. Ideal seasonal conditions in New
South Wales, Victoria and South Australia are forecast to result in
27

Australian wheat exports are forecast to reach around 21 million
tonnes in 2020–21, more than double 2019–20 exports. Improved
seasonal conditions have resulted in significantly higher production
and lower domestic feed use. This will drive up exports and lower
prices in the domestic market.

Growth in world food and industrial wheat use is stable and will
continue to increase in line with population growth. At the margins of
global wheat markets, uncertainty surrounding the adverse effects on
economic growth of COVID–19 containment measures is likely to place
downward pressure on demand for high-value foods made from highquality milling wheats. Demand for high-value meat and dairy
products is also likely to be affected by lower economic growth. This
will result in lower feed demand for intensive livestock production.
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Australian wheat production and exports, 2000–01 to 2020–21

damaged some crops that were ready for harvest. A wet spring and
summer are likely to result in a greater proportion of lower-protein
wheat and an increased likelihood of damaged and downgraded grain.
Despite this, the overall impact of La Niña has been positive for
Australian crop production.

La Niña could lead to lower global wheat production

f ABARES forecast.
Source: ABARES

Opportunities and challenges

La Niña event to benefit yields but may impact quality

Higher spring rainfall has generally increased crop and pasture
production across southern Australian agricultural regions. The
current La Niña weather event has contributed to above average
spring rainfall and is forecast to persist until the end of summer, when
its impact on southern Australian agriculture will fade. The Bureau of
Meteorology's 3-month rainfall outlook (December to February),
issued on 19 November 2020, suggests that summer is likely to be
wetter than average across most of Australia and higher rainfall will
benefit agriculture in northern Australia.

Higher spring rainfall has been beneficial for crops in southern
regions, but it has delayed harvest and damaged some crops in parts of
Queensland and northern New South Wales. Isolated hailstorms have
28

La Niña events can also result in drier than usual conditions in parts of
major cropping regions of the United States, South America, the
European Union and the Black Sea (see Seasonal conditions). Drought
conditions in parts of Argentina have lowered yields. As a result,
forecast production has been revised down from initial estimates of
21 million tonnes to around 17 million tonnes. Planting of the 2021–
22 winter crop in parts of the United States, the European Union and
the Russian Federation have been affected by dry conditions. If this
continues, production is likely to be lower. Lower exportable supplies
in these major exporters is likely to result in higher global prices.

Potential ban on Australian wheat exports to China

China may impose trade restrictions on Australian wheat exports
similar to those imposed on barley and other commodities.
Historically, China has not been a significant market for Australian
wheat exports. High domestic grain prices are expected to result in
China's total wheat import demand being the highest in 25 years, at
8 million tonnes in 2020–21. This demand is likely to be met by wheat
exports from the United States and the Black Sea region. Smaller
exportable surpluses from these major exporters will provide
Australia with an opportunity to meet demand in other markets.
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Marketing year
World a
Production
Black Sea region b
China
European Union
India
United States
Consumption
human
feed
Closing stocks
Stocks-to-use ratio
Trade
Exports
Argentina
Black Sea region b
Kazakhstan
Russian Federation
Ukraine
Canada
European Union
United States
Price c
Australia d
Area
Production
Domestic Use
Exports
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
735
516
139
265
36.0
171

764
114
134
155
104
52.6
744
525
139
285
38.3
188

768
121
136
125
108
49.7
749
534
131
304
40.6
188

0.6
5.7
1.4
-19.2
3.9
-5.5
0.7
1.7
-5.6
6.7
na
0.1

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

12.2
60.4
8.5
35.8
16.2
22.8
23.4
25.5
233

13.8
61.8
6.7
34.2
21.0
22.8
37.0
26.3
220

12.8
62.1
6.6
38.1
17.5
23.9
27.5
26.5
245

-7.3
0.5
-1.9
11.3
-16.4
4.8
-25.6
1.0
11.4

’000 ha
10,402
10,210
12,985
27.2
kt
17,598
15,165
31,165
106
kt
9,120
8,719
8,027
-7.9
kt
8,981
9,140
20,500
124
A$m
3,675
3,863
5,410
40.0
kt
4,274
2,287
5,026
120
A$/t
395
372
310
-16.6
a Aggregation of local marketing years. b Kazakhstan, Russian Federation and Ukraine. c US no. 2 hard red winter
wheat, fob Gulf, July–June. d Marketing year, 1 October to 30 September. e Australian premium white no. 1 wheat,
fob Adelaide, July–June. f ABARES forecast. s ABARES estimate.
Sources: ABARES; ABS; IGC; USDA
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The COVID-19 pandemic has not caused a discernible increase in price
volatility in coarse grain markets. Price changes appear to have been
driven by increasing global demand and expectations of crop size.

Peter Lock

Australian barley prices to fall

World coarse grain prices remain resilient despite global
uncertainty

In contrast to rising world prices, Australian prices are expected to
ease, declining to $230 (US$167) per tonne. Rising barley production
on the east coast and declining domestic demand are expected to
result in a substantial exportable surplus across Australia and a
rebuilding of domestic stocks. Expectations of above average summer
rainfall for much of the continent is expected to support pasture
growth and increase grain sorghum production. If realised this is
expected to increase competition between grains in animal feed
rations during the forecast period.

World coarse grain supply and prices, 2016–17 to 2020–21f

The world indicator price for corn (maize) is expected to increase by
3% year-on-year to US$168 per tonne in 2020–21. World production
of corn is expected to reach a record high in 2020–21, however world
demand, particularly from China, is expected to outpace production
despite the COVID-19 pandemic.

The world indicator price for barley is also expected to increase
by 15% to US$210 per tonne. World barley prices are being supported
by increasing demand from China, dry conditions in the Black Sea
region and reduced barley plantings in the United States. Demand for
barley internationally is also being supported by prohibitive tariffs on
Australian exports of barley to China, necessitating a reorganisation of
supply chains in China away from Australian production to alternative
sources.
30

f ABARES forecast.
Sources: ABARES; IGC; USDA

ABARES Agricultural Commodities:
December quarter 2020

Coarse grains

World production continues to increase

World production of coarse grains is expected to increase by 3% to
1.4 billion tonnes in 2020–21 underpinned by rising corn production.
Dry seasonal conditions in the Black Sea region and Europe have led to
lower production with Black Sea corn production falling 15% to
43 million tonnes and EU corn production falling 4% to 64 million
tonnes in 2020–21. However, the decline is expected to be offset by
rising production in North America, China and South Africa. Corn
prospects in South America are also positive with record production
expected in Brazil and near record production in Argentina. This
outlook is underpinned by increases in planted area, however due to
below average August to October rainfall realised planted area and
yield prospects are highly dependent on favourable summer rainfall in
key growing regions.
Barley production is expected to remain stable year-on-year at
156 million tonnes. Production in Australia and the Russian
Federation is expected to increase as a result of favourable seasonal
conditions and increased plantings. However, these increases are
expected to be offset by falling production in Ukraine and Argentina
following dry seasonal conditions and reduced plantings.

Chinese demand underpins international coarse grain
markets

Demand for coarse grains from China has supported global markets.
Chinese consumption is expected to increase by 2% to
302 million tonnes, supported by the Chinese government's success in
controlling COVID-19 and the ongoing recovery from African swine
fever. Despite near record domestic production, this is expected to be
insufficient to meet domestic needs. A disparity between expected
31

domestic demand and supply has resulted in rising domestic grain
prices, increasing demand for imports. Chinese imports of coarse
grains are expected to reach record levels in 2020–21, increasing 49%
year-on-year to 26 million tonnes. As a result of rapidly increasing
demand, Chinese national stockpiles are also expected to decline
by 4% to 192 million tonnes.
Domestic demand for coarse grains in the United States, particularly
corn as animal feed and for food and industrial uses, is expected to
remain stable at 319 million tonnes, despite the ongoing impacts of
COVID-19. The use of corn for ethanol production in the United States
recovered in the final quarter of the marketing year (October to
September), increasing by 27% to 31 million tonnes after falling as a
result of the impacts of COVID-19 on the transport and tourism
industries.

Continued strong demand for coarse grains, particularly from the
United States and China, is expected to outpace production growth and
result in a 3% decline in global stocks to 321 million tonnes, the lowest
level since 2014–15.

Australian production of barley surges as domestic
demand falls

Australian production of barley is expected to increase 33% to
12 million tonnes in 2020–21, following favourable seasonal
conditions across south-eastern Australia. Above average spring
rainfall is expected to offset below average winter rainfall, supporting
grain fill and leading to above average yield prospects. However, dry
seasonal conditions across Western Australia are expected to result in
lower than expected yield prospects for barley in that state.
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Prospects for summer grain sorghum crops are favourable. Above
average rainfall forecast across Queensland and northern New South
Wales is expected to result in above average plantings. Grain sorghum
production is expected to be above the ten year average in Queensland
as producers who experienced a poor winter 2020 cropping season
take advantage of the improved seasonal conditions over summer. In
contrast grain sorghum production in New South Wales is expected to
be below the ten year average because of above average winter crop
plantings in New South Wales in 2020 (See Australian Crop Report).
Domestic demand for barley and grain sorghum is expected to remain
subdued. Although the ongoing recovery from the COVID-19 pandemic
is expected to support demand from the food services sector, this is
expected to be more than offset by a decline in the use of grains for
animal feed. Favourable seasonal conditions across Australia are
expected to lead to reduced demand for supplementary animal feed
with pasture growth sufficient to maintain and rebuild animal herds.
As a result of rising domestic production and declining domestic
demand, Australian barley stocks are expected to recover after 3 years
of drought. Stocks are expected to increase by 52% in 2020–21 to
2.5 million tonnes.

East coast barley surplus to drive export growth

Rising east coast production and declining domestic demand are
expected to result in a significant east coast grain surplus available for
export. Export of barley from Western Australia is also expected to
continue despite dry seasonal conditions. Total Australian exports of
barley are expected to increase by 64% year-on-year, to 7 million
tonnes in 2020–21. This is despite the imposition of prohibitive tariffs
on Australian barley exported to China and the ongoing COVID-19
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pandemic. Important markets for Australian exports in the 2020–21
marketing year include Saudi Arabia and other Middle Eastern
countries, Japan and south-east Asia.

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

f ABARES forecast s ABARES estimate.
Sources: ABARES; ABS; Jumbuk AG

Opportunities and challenges

Summer La Niña to improve yield prospects but may affect grain
quality

The development of a late spring and summer La Niña is expected to
result in above average rainfall across eastern Australia. Although
above average rainfall has supported winter crop production and is
expected to improve future summer and winter crop yield prospects,
wet harvesting conditions are expected to be detrimental for the
2020–21 winter crop in affected areas. Harvesting grain with a high
moisture content is likely to lead to reductions in quality and
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increased storage costs, resulting in lower than otherwise expected
improvements in farm profitability. However these downside risks are
expected to be more than offset by a significant increase in production.

Changing US response to COVID-19

The recent US election and a likely change in the government response
to COVID-19 are expected to increase uncertainty in global grain
markets in the short term. An incoming Biden administration has
proposed strict localised lockdowns and mask mandates, which may
lead to disruptions to ongoing demand for fuel ethanol and food
service sector activity. However the announcement of a possible
vaccine candidate on 10 November 2020, a potentially divided
US Congress, and a reluctance from state governments to instigate
lockdowns may mitigate the potential for future lockdowns.

Lower domestic prices increase competitiveness in global markets

Rising domestic production and ongoing trade tensions with China
have led to Australian barley export prices falling below the world
indicator price. The world price reflects the prices available to
exporters with access to the Chinese market. A prolonged period of
Australian export prices remaining below the world price is expected
to result in substitution away from barley production (see impact of
barley tariffs). However, in the short term Australian barley has
becomes more cost competitive, providing an opportunity for
Australian exporters to open new markets and increase market share
in existing markets.

33

ABARES Agricultural Commodities:
December quarter 2020

Outlook for coarse grains

Marketing year
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

1,398
139
1,123
1,402
213
347
24.7
167
219

1,411
157
1,116
1,420
208
332
23.4
163
184

1,448
156
1,145
1,450
224
321
22.2
168
210

2.6
-0.3
2.5
2.1
7.8
-3.1
na
3.3
14.5

’000 ha
kt
kt
kt
A$m
kt

462
1,257
977
441
154
317

550
1,160
1,159
101
46.6
217

143
298
303
167
65.5
45.6

-74.1
-74.3
-73.9
65.0
40.6
-79.0

’000 ha
kt
kt
kt
A$m
kt

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

4,050
9,001
4,298
4,277
1,582
1,678

4,402
11,960
4,090
7,000
1,863
2,547

8.7
32.9
-4.8
63.7
17.7
51.8

A$/t
378
292
230
-21.3
A$/t
383
305
235
-23.0
A$/t
369
399
330
-17.4
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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Oilseed export prices, July 2015 to June 2021

Emily Dahl

Increasing world oilseed prices reflect recovery in
demand

Oilseed demand and prices bounced back after a sharp decline at the
start of the COVID-19 pandemic and have maintained upward
momentum since April. Recovering global demand is outstripping
supply despite higher production and high carry-over stocks. This is
expected to support prices for the remainder of 2020–21.

The world soybean indicator price is expected to increase by 26% to
US$438 per tonne in 2020–21. The Australian canola price is expected
to return to export parity following consecutive years of droughtaffected production, falling by 4% to AU$593 per tonne in 2020–21.

35

f ABARES forecast.
Source: International Grains Council

Increased soybean production to boost global oilseed
production

Global soybean production is expected to reach record levels in 2020–
21, an increase of 8% year-on-year. This is the 6th year of record
production in the last 10 years. Despite unfavourable conditions in
some key growing regions, US soybean production is on course to
rebound in 2020–21 to 113 million tonnes. This follows a fall in
production in 2019–20 in response to reduced Chinese import
demand associated with trade disputes and outbreaks of African swine
fever. Soybean production in South America is also forecast to increase
in 2020–21, to 51 million tonnes in Argentina and a record 133 million
tonnes in Brazil. This is despite dry La Niña conditions during planting
affecting production in Argentina and southern growing regions of
Brazil. Strong Chinese import demand for soybeans is expected to
reduce global soybean stocks by 9% to 86.5 million tonnes, the lowest
level since 2015–16.
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World oilseed supply, consumption and stocks-to-use ratio, 2015–
16 to 2020–21

population growth and urbanisation, with demand largely
unresponsive to changes in consumer incomes. New rounds of COVID19 lockdowns in Europe are unlikely to have significant adverse
effects on world consumption because household demand for cooking
oil is replacing restaurant demand.

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

f US Department of Agriculture forecast.
Source: US Department of Agriculture

Reduced world supply leading to higher canola prices

World demand for canola is expected to outpace supply, leading to
reductions in stocks and higher prices in 2020–21. A year-on-year
decline in canola production in Canada and Ukraine is expected to lead
to a contraction in exports. Canola production in the EU is expected to
remain low due to persistent dryness in major growing regions.

Food demand for vegetable oils to remain stable

World food demand for vegetable oils is expected to rise by 2% in
2020–21 to 154 million tonnes, mainly due to recovering demand in
Asian markets. Growing demand for vegetable oils overall and a
substitution away from canola oil will result in strong soybean oil and
palm oil consumption. The rapid recovery of demand and prices
indicates that vegetable oils are a staple good. This suggests that food
demand for vegetable oils will continue to grow in line with
36

f ABARES forecast.
Sources: CME Group; International Grains Council; US Energy Information Administration

Biodiesel demand expected to partially recover

Industrial consumption of vegetable oils is forecast to increase slightly
by 3% in 2020–21 to around 52 million tonnes, partly due to an
expected increase in demand for palm oil for biodiesel production in
Indonesia. Crude oil prices contracted sharply at the start of the
pandemic but increased after an April 2020 OPEC+ deal to restrict
production, making biodiesel more competitive. However, crude oil
prices are forecast to remain lower than pre-pandemic levels into
2021 (see Economic overview). Renewed COVID-19–related
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restrictions in Europe are likely to constrain the recovery in biodiesel
demand due to lower demand for transportation fuel. Global biodiesel
consumption is likely to remain subdued because of ongoing travel
restrictions, reduced income growth and lower economic activity.

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

China to lead global feed demand

Livestock feed use is expected to continue recovering into 2021 as
China's pig industry more successfully contains African swine fever
and rebuilds its pig herds (see Sheep meat and Beef and veal). The
increasing use of protein meal for stockfeed is expected to increase
soybean and canola demand. China's strong import demand is
boosting global soybean trade. China has sourced record volumes of
soybeans from Brazil in 2020, assisted by a weak Brazilian real.
Brazilian soybean prices remain higher than US soybean prices due to
tightening crop supplies in Brazil and dry conditions causing planting
delays. Since Brazil's marketing year has ended and the US marketing
year is underway, Chinese demand for US soybeans continues to
increase, driving a recovery in US exports. Large purchases of
US soybeans by China are projected to continue into 2021, increasing
the likelihood of China meeting soybean purchasing targets as part of
the phase one trade deal with the United States.

f ABARES forecast. s ABARES estimate.
Sources: ABARES; Australian Bureau of Statistics; Jumbuk AG

Australian canola exports to recover with increased
production

Following 3 consecutive years of drought-affected production,
Australian canola production is forecast to increase by 59% in 2020–
21 to 3.7 million tonnes – 12% above the 10-year average to 2019–20.
This rebound reflects improved seasonal conditions, particularly
across eastern cropping regions (see Seasonal conditions). With
increased production, the domestic price of Australian canola is
forecast to fall, returning to export parity in 2020–21.

Australian canola exports are forecast to increase in value and volume
in 2020–21 on the back of production increases. Australian canola
exports are expected to rise by 71% to 2.7 million tonnes in 2020–21,
predominantly going into the EU biodiesel market. Australian canola is
expected to regain some of the market share lost to Canada when
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production was significantly below average in 2018–19 and 2019–20.
Australian and Canadian canola are competing in the drought-affected
European market. However, Australian non-GM canola is projected to
maintain its price premium because of its secondary value as non-GM
meal in Europe's dairy industry.

Opportunities and challenges

Uncertainty surrounding EU demand for Australian canola

The European Union is a significant importer of Australian canola for
biodiesel production. EU demand for canola is based on the Renewable
Energy Directive that ensures feedstocks used to produce biodiesel
meet greenhouse gas emissions thresholds. EU renewable energy rules
are being re-assessed as part of the European Green Deal initiative to
increase the EU's emissions reductions target by 2030. Subsequent
revisions to the Renewable Energy Directive could result in tightened
regulations and lower lifecycle emissions thresholds. These policy
changes could boost Australian canola exports due to the industry's
commitment to research that demonstrates low lifecycle emissions.

March when measures to control the spread of COVID-19 were
introduced and after crude oil related price volatility, price formation
in markets has responded to supply and demand factors. This
indicates that markets are functioning well. Measures of short-term
volatility – for example, on soybean spot prices – remain historically
low, fluctuating throughout 2020 with expected changes in global
demand and supply balances.

The Australian canola industry is likely to face intensifying
competition in the European biodiesel market. Canada is likely to be a
lower cost producer and could outcompete Australian canola despite
the lower value of non-GM meal. Australia is therefore at risk of not
winning back the full market share ceded to Canada over the past
3 years. Continued innovation and diversification should support
Australian canola producers in maintaining their competitive
advantage and access to the EU market.

Markets functioning well in an uncertain environment

Oilseed prices are often responsive to a wide set of macroeconomic
and market forces and are naturally volatile. After initial uncertainty in
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Marketing year
World a
Production
Consumption
oilseed meal
vegetable oil
Exports
Closing stocks
Stocks-to-use ratio
Soybean indicator price b
Canola indicator price c
Australia d
Canola
Area
Production
Apparent domestic use e
Exports
value
Price g

unit

2018–19

2019-20 s

2020-21 f

% change

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

600
580
329
199
171
132
22.8
337
388

576
597
341
202
190
110
18.5
348
366

597
606
350
208
191
98.6
16.3
438
431

3.6
1.5
2.4
2.6
0.5
-10.5
–
25.8
17.8

’000 ha
2,120
1,808
2,378
31.5
kt
2,366
2,329
3,706
59.2
kt
776
789
1,039
0.0
kt
1,591
1,560
2,668
71.1
A$m
975
1,079
1,708
58.3
A$/t
581
615
593
-3.7
a Reported as an aggregation of local marketing years. b US no. 2 soybeans, fob Gulf. c Canola, Canada, fob Vancouver. d
November-October years. e Calculated as a residual: production plus imports less exports less any observed or assumed
change in stocks. g Delivered Melbourne, July-June years. f ABARES forecast.
s ABARES estimate.
Sources: ABARES; ABS; IGC; Jumbuk AG; USDA
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harvesters are not sufficiently developed. Tree nuts such as almonds,
macadamias and walnuts are generally mechanically harvested.

Peter Collins and Charley Xia

Importance of overseas labour

Horticultural production to fall, prices to rise

Prices of horticultural produce are forecast to rise in 2020–21, driven
by an expected fall in production as a result of a reduced supply of
overseas labour. Prices of summer vegetables, stone fruit, pome fruit
and table grapes are forecast to rise by between 15% and 25%. The
supply of overseas labour has fallen because of COVID-19 related
travel restrictions.

Overseas workers normally comprise a significant share of harvest
labour in horticultural enterprises. In 2018–19 the total number of
casual and contract employees from overseas remained relatively
stable, averaging 46,000 per month between July and January. This
figure increased significantly in February 2019 to 63,300, as
horticulture moved into its peak harvest months. The share of
overseas labour in the national harvest workforce changed from an
average of 58% between July and January to an average of 53%
between February and April. This indicates that a significant number
of locally sourced workers joined the harvest workforce in some
regions during these peak months.

Estimated casual and contract labour use, horticultural farms,
2018–19

Forecasts for horticultural production and prices are more influenced
by COVID-19 containment measures than any other agricultural
commodity. This is due to the industry's greater reliance on overseas
labour to manually harvest crops, and limited alternative sources of
supply for some products.

Labour use high in horticulture
Labour intensity

Labour supply is more critical to horticulture than most other
agricultural production because the harvesting of horticultural
produce is generally very labour intensive. There is no viable
alternative to manual harvesting of most fruit and vegetables (other
than root vegetables such as carrots and potatoes). Prototype robot
40

Source: ABARES
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Labour market in 2020–21

Number of visas granted, by selected visa category, March 2019 to
September 2020

Supply of overseas labour much lower

Overseas workers are mostly working holiday-makers and people
from the Seasonal Worker Programme. Working holiday-makers can
be employed in any industry, but those seeking extensions to their visa
for a second or third year must work in prescribed occupations (such
as farm work in regional areas) for a prescribed period. The Seasonal
Worker Programme brings people from participating Pacific Island
nations to work in agriculture.
The combined supply of overseas labour from these sources declined
significantly after COVID-19 containment measures curtailed
international travel. In the year to September 2020, the combined
number of people in Australia holding working holiday-maker and
seasonal worker visas fell by 48% to 71,000. By 25 October this had
fallen to 66,000. Of these, around 60,000 were working holidaymakers.

Source: Department of Home Affairs

Producer responses

Producers facing a shortfall in labour have the option of paying higher
wages and offering better than standard conditions of employment.
For example, some horticultural producers are offering prospective
casual employees free accommodation.

Domestic labour response

The Australian Government has implemented multiple measures to
encourage Australians to seek work in agriculture and help the
agricultural industry access the labour it needs in the short term (see
box). However, while horticultural producers, especially those willing
to pay higher wages, are likely to find additional Australian workers, it
is expected these will not be sufficient to make up for the shortfall in
overseas workers in 2020–21. The pool of unemployed Australian
labour grew significantly because of COVID-19 containment measures.
According to ABS unemployment estimates for October, adult
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unemployment averaged 6.4% and youth unemployment 15.8% in the
8 regions identified as heavy users of overseas labour in horticulture.
In Wide Bay, these rates were considerably higher, at 11.9% and
27.8%. However, high unemployment among domestic workers in the
past has not resulted in a strong uptake of horticultural work. This
suggests that unemployed domestic workers will not meet the present
shortfall in overseas workers.

Government labour market initiatives
1)

2)

3)

4)

The Australian Government is providing $17.4 million in
relocation and accommodation assistance for those who
relocate to regional areas to take up a job. It is also providing
$16.3 million to encourage young Australians to take up farm
work by temporarily changing Youth Allowance (student) and
ABSTUDY independence eligibility criteria.

Agricultural employers will also be able to access the
government’s $4 billion JobMaker Hiring Credit for each new
job they create over the next 12 months for which they hire an
eligible young person, aged 16 to 35 years.
Australian job seekers are being encouraged to take up
seasonal work opportunities through reforms to Harvest
Labour Services that will take effect from 1 July 2020. These
changes expand the service to cover up to 5 new horticultural
regions.

The Australian Government has also made changes to help
farmers access the skilled labour they need by adding 16 skilled
agricultural occupations to the Regional Occupation List.

Labour shortages to reduce horticultural production and
increase prices
Given the observed labour market trends in 2020–21,
ABARES modelled the impact on horticulture of an assumed 50% fall
in the supply of overseas labour available to horticultural producers
during the remainder of 2020–21 and a limited response from
domestic labour. The assumed fall in the supply of overseas labour
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represents a significant decrease in the usual workforce for
horticultural enterprises.

•

ABARES modelling approach

ABARES forecasts for the Australian horticultural sector for the
remaining 6 months of 2020–21 are informed by an ABARES model
based on Gunter, Jarret and Duffield's industry model. This model
was used to assess, in 2 stages, the impacts of a significant reduction
in the supply of labour in Australia on horticultural production and
prices. The first stage estimates outcomes for average wage changes
due to industry-wide competition for seasonal labour when the
workforce has been significantly reduced. The second stage explores
the effect of the modelled wage changes on production and prices
for table grapes, wine grapes, pome fruit, citrus fruit, berry fruit,
other fruit, nuts, vegetables and wine grapes.
In undertaking this analysis, ABARES focused on the impact on local
and overseas labourers and farm output. Recent developments in
domestic and international demand for individual commodities
were included. This helped highlight the differences in the labour
demand environment for each industry that would flow through to
employers' capacity to pay higher wages.
ABARES assumed there is limited scope for producers to make
significant labour-saving investments in capital over the remainder
of 2020–21. Some small changes in managerial practices that help
make greater use of existing labour were assumed.
The model assumes that:
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•

•

•

•

•

The use of overseas and local labourers is consistent with
labour usage patterns observed during late summer and early
Autumn.

Local labourers and overseas labourers have the skills to
undertake the same work –meaning that a local worker can
replace an overseas worker.

Local labourers are significantly less willing to work on farms
than overseas labourers. They are therefore not as responsive
to wage increases that are driven by labour shortages.
A permanent reduction of 50% in the supply of overseas
labourers for the remainder of 2020–21. This is smaller than
the observed fall in holders of working holiday-maker and
seasonal worker visas. The fall in supply of working holidaymakers to agriculture will be slightly less than for other
industries because working holiday-makers applying for
second and third year extensions to their visas must have
worked in prescribed occupations (including farm work) in
regional areas for a prescribed time.

Different price responsiveness of consumers for each
commodity. For example, the fall in consumption of vegetables
is expected to be proportionately less than the rise in prices. In
contrast, the fall in consumption of berries is expected to be
proportionately greater than the rise in prices.

Domestic demand remaining consistent for most commodities,
with increasing international demand factored into calculations
for the table grapes, citrus, stone fruit and tree nuts but
decreasing international demand for wine grapes.

ABARES Agricultural Commodities:
December quarter 2020

Horticulture

•

•

Industries located further away from cities or regional centres
having more difficulty securing supply responses from different
sources of seasonal labour.

Producers being aware of potential labour shortages, and
actively searching for local labourers and managing their
existing labour more productively.

Sector-wide outcomes

The gross value of horticultural production is forecast to increase
by 5% to $12.6 billion in 2020–21, 15% above the 5-year average to
2019–20. The value of vegetable production is forecast to increase to a
record high of $4.8 billion, 14% above the 5-year average to 2019–20.
The value of fruit and tree nut production is forecast to increase to
$5.3 billion, 18% above the 5-year average to 2019–20.
The forecast growth in the value of horticultural production is
expected to result from the expected increase in prices and the nature
of consumer demand for horticultural produce. Australian consumers
generally do not significantly reduce purchases of fresh produce when
prices rise. Relatively few import substitutes are available because of
biosecurity protections, transport costs and seasonal availability.
Additionally, most household purchases of fresh produce generally
make up a small share of household budgets. This provides more
scope to pay higher prices for these products.

Regional impacts will be uneven

The forecast increase in the prices of horticultural output will increase
the revenues of producers who manage to secure enough labour to
harvest a significant proportion of their crops. Whether or not
producers are able to do this will depend on their geographical
location, when their peak labour demand commences relative to
44

producers in other regions, the share of overseas labour in their casual
labour force and their capacity to pay higher wages.

Some insight into regional impacts can be gained by examining the
relevant characteristics of overseas labour use in regions where
producers employed more than 2,000 people in multiple months, from
November to April 2018–19. These months represent the peak harvest
months of February, March and April and a 3-month lead-in period
when producers in some regions have a high demand for overseas
labour.
The producers best placed to secure the labour they require appear to
be those in North Queensland and Coffs Harbour–Grafton in northern
New South Wales. In these in 2 regions, use of overseas labour was
high in November 2018 at 7,500 workers and did not fall below 5,500
from December 2018 to April 2019. These producers have a distinct
advantage in 2020–21. They get early access to the limited supply of
overseas labour and have the opportunity to offer better pay and
conditions to keep overseas labour during their peak harvest period.

In a second set of regions, high use of overseas labour commenced
early in 2018–19 but increased significantly in January or later. These
producers get early access to the limited supply of overseas labour for
some of their requirements but face a higher risk of not being able to
hire the required numbers when their need increases significantly.
Producers in 4 regions are in this category:
•

producers in Shepparton–Hume employed an average of 3,600
overseas workers per month from November to January, but this
increased to an average of 5,000 per month from February to
April
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•

•

•

producers in North West Victoria employed an average of 2,800
overseas workers per month in November and December, but this
more than doubled to an average of 6,900 per month from
January to April
producers in Wide Bay employed an average of 3,300 overseas
workers a month from November to March, but this increased
to 4,600 in April

producers in South East South Australia employed an average
of 2,500 overseas workers per month in November and
December, but this increased to an average of 3,600 per month
from January to April.

Producers in these 4 regions will be more adversely affected by a cut
in the supply of overseas labour as the share of overseas labour in
their casual labour force increases. For example, this share averaged
around 77% in North West Victoria from November to April 2018–19.
A 50% cut in the supply of overseas labour to producers in this region
means a cut to the casual labour force of around 39%. In contrast, the
share of overseas labour in the casual labour force in South East South
Australia averaged around 45% from November to April 2018–19.
A 50% cut in the supply of overseas labour to producers in this region
means a much smaller cut to the casual labour force of around 23%.
Between these extremes, the share of overseas labour in the casual
labour force from November to April averaged 65% in Wide Bay
and 55% in Shepparton–Hume.

geographic location. In Bunbury, producers made greatest use of
overseas labour in February, March and April 2018–19. Their use of
overseas labour was reasonably high from November to January, at an
average of 1,900 workers, but increased sharply to an average of 5,900
per month from February to April. Producers in South East Tasmania
made minimal use of overseas labour in November and April 2018–19
and their greatest use of overseas labour was in January and February.
It was reasonably high in December, at 1,500 workers, but increased
to an average of 2,100 per month in January and February. This later
start in peak demand for overseas labour means producers in these
regions have a significantly higher risk than those in other regions of
not being able to secure the overseas labour they need in a year of
constrained labour supply. Additionally, the share of overseas labour
in their casual labour force during peak demand was very high at an
average of 86% in Bunbury and 94% in South East Tasmania. This
means a 50% cut in the supply of overseas labour to producers in
these regions would mean a cut to the casual labour force of around
43% in Bunbury and around 47% in South East Tasmania. Both
regions are also geographically isolated from most other regions that
attract overseas labour.

Producers in Bunbury and South East Tasmania appear to be at
greatest risk of not being able to secure the labour they require
because of a combination of their temporal pattern of overseas labour
use, the share of overseas labour in their casual labour force and their
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Patterns of overseas labour in horticulture in peak months

Patterns of overseas labour use in horticulture in peak months
discussed in the previous section are drawn from an ABARES survey
investigating labour use on Australian farms in 2018–19. A summary
is presented in the following tables.

Employment of overseas labour in horticulture, November 2018
Overseas
labour
(no.)

Share of
casual labour
(%)

Major horticultural
commodity groups
manually
harvested

Qld

3,430

64

Citrus, strawberries,
vegetables and other
fruit

North
Queensland
(Cairns and
Atherton
Tablelands)

Qld

3,780

70

NSW

3,690

67

Shepparton–
Hume

Vic.

3,060

56

North West
Victoria

Vic.

Region

State

Wide Bay

(includes
Bundaberg,
Gympie and
Eidsvold)

Coffs Harbour–
Grafton
(includes
Shepparton,
Wangaratta and
Wodonga)
(includes
Sunraysia)
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2,630

75

Region

State

South East South
Australia

SA

(includes the
Riverland)

2,380

51

Major horticultural
commodity groups
manually
harvested
Vegetables, citrus,
stone fruit, pome
fruit and other fruit

Employment of overseas labour in horticulture, December 2018
Overseas
labour
(no.)

Share of
casual labour
(%)

Major
horticultural
commodity groups
manually
harvested

Qld

3,100

66

Citrus, strawberries,
vegetables and
other fruit

North
Queensland

Qld

3,330

69

Other fruit, citrus
and vegetables

Coffs Harbour–
Grafton

NSW

2,760

66

Vic.

3,310

54

Berries, vegetables,
other fruit, stone
fruit and citrus

State

Other fruit, citrus
and vegetables

Wide Bay

Berries, vegetables,
other fruit, stone
fruit and citrus

Table grapes, citrus,
stone fruit,
vegetables and other
fruit

Share of
casual labour
(%)

Source: ABARES

Region

Stone fruit,
vegetables pome
fruit, and
strawberries

Overseas
labour
(no.)

(includes
Bundaberg,
Gympie and
Eidsvold)
(Cairns and
Atherton
Tablelands)

Shepparton–
Hume

(includes
Shepparton,
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Stone fruit,
vegetables pome
fruit, and
strawberries

Horticulture

Region

Wangaratta and
Wodonga)

State

Overseas
labour
(no.)

Share of
casual labour
(%)

North West
Victoria

Vic.

2,910

75

South East South
Australia
(includes the
Riverland)

SA

2,640

53

(includes
Sunraysia)

Source: ABARES

Major
horticultural
commodity groups
manually
harvested

Table grapes, citrus,
stone fruit,
vegetables and
other fruit

Vegetables, citrus,
stone fruit, pome
fruit and other fruit

Employment of overseas labour in horticulture, January 2019
Region

State

Overseas
labour
(no.)

Share of
casual labour
(%)

Major
horticultural
commodity groups
manually
harvested

Wide Bay

Qld

3,240

65

Citrus, strawberries,
vegetables and
other fruit

North
Queensland

Qld

3,300

69

Other fruit, citrus
and vegetables

(includes
Bundaberg,
Gympie and
Eidsvold)
(Cairns and
Atherton
Tablelands)
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Region

State

Overseas
labour
(no.)

Share of
casual labour
(%)

Coffs Harbour–
Grafton

NSW

2,760

66

Vic.

4,570

55

North West
Victoria

Vic.

4,320

76

South East South
Australia
(includes the
Riverland)

SA

3,050

45

Tas.

2,040

94

Shepparton–
Hume
(includes
Shepparton,
Wangaratta and
Wodonga)
(includes
Sunraysia)

South East
Tasmania

Source: ABARES
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Major
horticultural
commodity groups
manually
harvested
Berries, vegetables,
other fruit, stone
fruit and citrus
Stone fruit,
vegetables pome
fruit, and
strawberries

Table grapes, citrus,
stone fruit,
vegetables and
other fruit
Vegetables, citrus,
stone fruit, pome
fruit and other fruit
Stone fruit, pome
fruit, strawberries
and other fruit.

Horticulture

Employment of overseas labour in horticulture, February 2019
Region

State

Overseas
labour
(no.)

Share of
casual labour
(%)

Major horticultural
commodity groups
manually
harvested

Wide Bay

Qld

3,380

63

Citrus, strawberries,
vegetables and other
fruit

North
Queensland

Qld

3,660

70

Other fruit, citrus
and vegetables

Coffs Harbour–
Grafton

NSW

2,150

65

Vic.

5,630

55

(includes
Bundaberg,
Gympie and
Eidsvold)
(Cairns and
Atherton
Tablelands)

Shepparton–
Hume

(includes
Shepparton,
Wangaratta and
Wodonga)
North West
Victoria

Vic.

South East South
Australia

SA

4,850

40

South East
Tasmania

Tas.

2,070

94

(includes
Sunraysia)

(includes the
Riverland)
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7,800

78

Berries, vegetables,
other fruit, stone
fruit and citrus
Stone fruit,
vegetables pome
fruit, and
strawberries

Table grapes, citrus,
stone fruit,
vegetables and other
fruit
Vegetables, citrus,
stone fruit, pome
fruit and other fruit

Stone fruit, pome
fruit, strawberries
and other fruit.

Region

State

Bunbury

WA

Overseas
labour
(no.)

Share of
casual labour
(%)

5,990

86

Source: ABARES

Major horticultural
commodity groups
manually
harvested
Vegetables, pome
fruit, stone fruit,
other fruit and
citrus.

Employment of overseas labour in horticulture, March 2019
Overseas
labour
(no.)

Share of
casual labour
(%)

Major horticultural
commodity groups
manually
harvested

Qld

3,400

63

Citrus, strawberries,
vegetables and other
fruit

North
Queensland

Qld

3,680

70

Other fruit, citrus
and vegetables

Coffs Harbour–
Grafton

NSW

1,770

66

Vic.

4,990

55

Berries, vegetables,
other fruit, stone
fruit and citrus

Region

State

Wide Bay

(includes
Bundaberg,
Gympie and
Eidsvold)
(Cairns and
Atherton
Tablelands)

Shepparton–
Hume

(includes
Shepparton,
Wangaratta and
Wodonga)
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Stone fruit,
vegetables pome
fruit, and
strawberries

Horticulture

Overseas
labour
(no.)

Share of
casual labour
(%)

Major horticultural
commodity groups
manually
harvested

Vic.

7,920

79

SA

3,350

41

Table grapes, citrus,
stone fruit,
vegetables and other
fruit

WA

5,970

85

Region

State

North West
Victoria
South East South
Australia
(includes the
Riverland)

(includes
Sunraysia)

Bunbury

Source: ABARES

Vegetables, citrus,
stone fruit, pome
fruit and other fruit
Vegetables, pome
fruit, stone fruit,
other fruit and
citrus.

Employment of overseas labour in horticulture, April 2019
Overseas
labour
(no.)

Share of
casual labour
(%)

Major
horticultural
commodity groups
manually
harvested

Qld

4,600

66

Citrus, strawberries,
vegetables and
other fruit

Qld

3,770

69

Other fruit, citrus
and vegetables

Region

State

Wide Bay
(includes
Bundaberg,
Gympie and
Eidsvold)
North
Queensland

(Cairns and
Atherton
Tablelands)
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Region

State

Overseas
labour
(no.)

Share of
casual labour
(%)

Coffs Harbour–
Grafton

NSW

1,770

66

Vic.

4,360

56

North West
Victoria

Vic.

7,370

79

South East South
Australia
(includes the
Riverland)

SA

2,990

41

WA

5,600

86

Shepparton–
Hume
(includes
Shepparton,
Wangaratta and
Wodonga)
(includes
Sunraysia)

Bunbury

Source: ABARES
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Major
horticultural
commodity groups
manually
harvested
Berries, vegetables,
other fruit, stone
fruit and citrus
Stone fruit,
vegetables pome
fruit, and
strawberries

Table grapes, citrus,
stone fruit,
vegetables and
other fruit
Vegetables, citrus,
stone fruit, pome
fruit and other fruit
Vegetables, pome
fruit, stone fruit,
other fruit and
citrus.

Wine and wine grapes

Wine and wine grapes

Wine & wine grape production

Peter Collins and Charley Xia

Mixed movements in wine prices

Movements in wine prices around the world are likely to be mixed
over the remainder of 2020–21. Prices of white wines are likely to rise
as stocks fall, partly due to the COVID-19–related distillation of wine
stocks into industrial alcohol in Europe. Measures implemented to
combat COVID-19 reduced demand for red wine imports in China are
expected to continue to put downward pressure on red wine prices.
Additionally, on 27 November2020, the Chinese Ministry of Commerce
announced that from 28 November 2020, Australian wine imported
into China will be subject to anti-dumping security deposits. These will
further drive down the prices of Australian red wine grapes as they
will significantly reduce wine exports to China. Movements in prices of
Australian white wine grapes are expected to move in line with world
markets.
Measures to contain the spread of COVID-19 have had mixed effects on
Australian wine exports. Consumption of premium wine (more than
$10 per litre) outside the home has fallen in China in 2020 but
consumption of less expensive commercial wine at home has grown in
the United Kingdom and the United States.
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Australian wine grape production is expected to recover to just below
average in 2020–21 from very low production in 2019–20. Production
in 2019–20 was reduced by drought conditions and lower than
average supplies of irrigation water. Together these two factors
resulted in higher than average prices for irrigation water and reduced
use in vineyards. Some smaller growing districts like the Adelaide
Hills, the Hunter Valley and Gippsland were also affected by bushfires
but these did not have a significant impact in Australia's largest wine
grape growing regions. Australian wine grape production was also
affected by smoke taint in 2019–20 in some regions. Bud formation for
the 2020–21 crop took place when large parts of Australia were still in
drought, but seasonal conditions after summer were generally more
favourable than in 2019–20. It is expected most wine grape producers
will be able to harvest the 2020–21 crop as reduced supply of overseas
labour is not expected to cause significant problems in harvesting. The
volume of wine production is expected to be around average.

Australian wine stocks to rise

Australian wine stocks will likely rise over the remainder of 2020–21.
Stocks fell following below average production in 2019–20.
Production is expected to increase to around average in 2020–21,
while the volume of wine exports are expected to fall over the
remainder of 2020–21 following developments in the Chinese market.

Difficult time ahead for Australian wine exports to China
Exporting wine from Australia to China will be a challenge for the
remainder of 2020–21 because of falling consumption of premium
wine and investigations into the Australian wine industry by Chinese
authorities.
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Reduced Chinese consumption of wine

Chinese consumption of wine has fallen in 2020, resulting in falling
imports. Imports from all exporters slowed in the first 3 quarters of
2020. According to the General Administration of Customs, in the third
quarter of 2020 volume fell by 29% and value by 20% compared with
the same quarter in 2019. Demand has fallen with economic activity
due to measures to contain the spread of COVID-19. Significant
volumes of premium wine are sold in hotels and restaurants in China
and these were hit hard by the slowdown.

Value and volume of Chinese wine imports, quarterly, 2018 to
2020

by 7% and value by 29% year on year. Export data indicates this
growth took place in the premium end of the market (more than $10
per litre). Export value in this segment of the market grew by 46%
year on year in the September quarter compared to 29% across all the
other segments combined. Premium wine comprised around 64% of
the value of Australian wine exports to China in the September
quarter. The increase in Australian wine exports to China in the
September quarter appears to be the result of Chinese importers
building stocks ahead of an anticipated imposition of the recently
announced anti-dumping security deposits on Australian wine.

Value and volume of Australian wine exports to China, quarterly,
2018 to 2020

Source: General Administration of Customs, People's Republic of China

Australia has been China's largest supplier of imported wine.
Australian exports of wine to China fell in the first 2 quarters of 2020
in line with the overall drop in imports into China. Volume fell by 23%
and value by 16% compared with the same period in 2019. This was
followed by a turnaround in the September quarter, when volume rose
51

Source: Wine Australia

Wine exports to China face an uncertain future

Chinese authorities recently launched anti-dumping and
countervailing duties investigations into the Australian wine industry.
These investigations were launched under World Trade Organisation
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rules. They are expected to take about one year to complete. In the
interim, Chinese authorities decided to implement anti-dumping
security deposits well ahead of the investigations being finalised. The
Chinese Ministry of Commerce issued a statement on
27 November 2020 in which it announced the anti-dumping security
deposits ranging from 107.1% to 212.1% would be applied to
Australian wine imported into China from 28 November 2020. This
measure is presently in place for 4 months.

This move by Chinese authorities will drive outcomes for the
Australian wine industry over the remainder of 2020–21. The
magnitude of these measures will likely halt Australian exports of
wine into China. The average value of Australian red wine exports is
expected to fall because high-quality wine formerly expected to be
exported to China will be sold into other markets at lower prices. The
volume of wine exports is also expected to fall slightly as it is unlikely
that all the wine previously expected to be exported to China will be
redirected to other markets in the short term. Faced with lower export
prices, wineries will likely redirect red wine grapes in the forthcoming
vintage into lower-value products and pay lower prices for red wine
grapes.

COVID-19 restrictions and their revival will provide a welcome
financial boost to these businesses.

Wine exports to the United Kingdom and United States
to continue doing well

Wine exports to the United Kingdom and United States are expected to
remain high for the rest of 2020–21. UK and US demand is strong for
lower-value, bulk 'commercial' wines (under $10 per litre). Australian
exports to both markets grew in the first 3 quarters of 2020 compared
with the same period in 2019. Home consumption of lower-value wine
grew when measures to contain the spread of COVID-19 restricted
travel and consumer options to dine away from home. For many
people, lower-value bulk commercial wines remained affordable when
employment and incomes were uncertain. There is also likely to be
some diversion of higher value wines from the Chinese to UK and
US markets, following the developments in the Chinese market.

The Chinese ruling applies to Australian wine shipped to China in
containers up to the volume of two litres. It is unclear whether there
will be any changes in the composition of wine exports to China
through increased exports of bulk wine to be bottled in China.

Opportunities for domestic demand

The further lifting of travel restrictions in Australia heading into the
summer holiday season provides a positive opportunity for wine
tourism and cellar door sales. These activities were curtailed by
52
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Value of Australian wine exports to the UK market, quarterly,
2018 to 2020

Labour available for Australian grape farms

Reduced supply of overseas labour is not expected to cause significant
problems in harvesting or processing Australian wine grapes into
early 2021. The Riverland, Riverina and Murray Valley regions
together produce around 75% of Australian wine grapes. Nearly all
grapes in these regions are picked by mechanical harvesters and the
wineries employ local labour.
Manual picking of wine grapes by overseas labourers is more
prevalent in smaller growing regions that produce premium labels,
particularly the Adelaide Hills, Barossa, Coonawarra, Margaret River
and Yarra Valley regions. Vineyards in the Hunter, McLaren Vale and
Sunraysia also use overseas labour but to a lesser extent.

Source: Wine Australia

Value of Australian wine exports to the US market, quarterly, 2018
to 2020

Most demand for overseas labour for wine grape picking is likely to be
met. The number of people holding Working Holiday Maker visas has
fallen since March, but as at 25 October 2020, around 60,000 visa
holders remained in Australia. It is likely that a higher proportion of
these visa holders will seek rural work – including in vineyards – than
in previous years. This is because a general increase in unemployment
is likely to lead to greater competition in urban areas from local
labour. Additionally, Government income support is not available to
foreign nationals. For individuals seeking a visa extension there is a
requirement to work in regional areas in jobs including grape picking,
which is an attractive option because of the proximity of many
growing regions to major urban centres.

Source: Wine Australia
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Eastern Market Indicator, Cotlook 'A' index, 1995–96 to 2020–21

Chris Mornement

Sources: ABARES; AWEX; Cotlook

Natural fibre prices to remain low in 2020–21

COVID-19 containment 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. After 5 months of low and
volatile prices for cotton and wool, recovering mill demand on the
back of improved COVID-19 containment in key manufacturing
countries is expected to result in cotton prices returning to prepandemic levels.

The world cotton price is forecast to average US73 cents per pound in
2020–21, 12% below the 5-year average in real terms. This forecast
has been revised up by US6 cents per pound since Agricultural
commodities: September quarter, due to strong import purchasing in
China and downgrades to the US cotton crop. Cotton prices are
forecast to be 2% higher than in 2019–20 due to lower world
production and improved mill demand. High stock levels resulting
from interruptions to cotton mill operations will continue to maintain
a low price environment, with intense competition between exporters
on the world market.
The Eastern Market Indicator price for wool is forecast to average
1,120 cents per kilogram clean in 2020–21, down by 23% from 2019–
20. Wool prices are forecast to be lower due to reduced demand for
wool in textile manufacturing.
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Wool price volatility in 2020 has been the highest in over 20 years,
following the large price corrections of 2019. Reduced wool demand
caused a large correction in wool prices throughout 2019 and was
expected to begin recovery in 2020. Demand for wool, however, fell
further during the pandemic with the textile supply chain disrupted,
causing further price falls and uncertainty-driven volatility.

Relative prices of wool, cotton and polyester, September 2013 to
October 2020

On the other hand, cotton price volatility in 2020 has been low so far
compared with the past 30 years. Current high stock levels should
minimise the likelihood of extreme price shocks in the short-term such
as those seen during the global supply shortage in 2010 to 2011.

Wool competitiveness to increase against substitutes

In relative price terms, wool is the most competitive it has been
against cotton since 2011. The price of wool has also retreated to a 3year low against polyester at a time when oil and polyester prices have
been historically low due to COVID-19 containment measures. A low
relative price could lead to increased purchasing and incorporation of
wool into textile blends in the second half of 2020–21.

Note: 'Wool' refers to the 21-micron average, 'Cotton' refers to the Cotlook 'A' index,
'Polyester' refers to China domestic polyester 1.4 denier. All prices originally in US cents
per kilogram.
Sources: ABARES; AWEX; Cotlook; Fibre2Fashion

Wool production steady in 2020–21

Australian shorn wool production is forecast to remain steady in
2020–21 at 282,000 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 by 5% to 65 million.
Average wool cut per head is forecast to rise by 4.9% due to improved
seasonal conditions in 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 reduction in the number of sheep shorn from

55

ABARES Agricultural Commodities:
December quarter 2020

Natural fibres

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 wool micron and fibre quality are expected to rise slightly in
2020–21 due to improved seasonal conditions. January to October
wool testing volumes in 21- to 22-micron wool are up year-on-year,
after declining throughout 2018 and 2019 due to the drought shifting
the average micron lower. Superfine wool testing volumes rose during
the drought but have declined significantly in 2020, with wool 17.5
microns and finer down by 19% on average.

Change in wool testing volume, by micron, Australia, January to
October 2020

Note: Percentage change in volumes tested by Australian Wool Testing Authority
compared with January to October 2019.
Source: Australian Wool Testing Authority
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Superfine wool price premiums to be restored

Despite lower prices across the micron profile, premiums for superfine
wool are expected to strengthen in 2020–21. Superfine wool is a niche
product in world textile markets, meaning that price levels and
premiums are highly sensitive to small changes in supply and demand.
Improved seasonal conditions across most wool-growing regions are
expected to lead to lower superfine wool production and improve
wool fibre quality across the micron profile. Improved fibre quality
and lower supply are expected to support superfine wool premiums
over 2021.

Relative premiums for various wool microns compared with 21micron wool, January 2017 to October 2020

Note: 'Relative premium' is calculated as the micron premium or discount on 21-micron
wool, in percentage terms.
Sources: ABARES; AWEX
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World cotton stocks to rise despite lower production

World cotton production is forecast to fall by 6% in 2020–21 to
24.7 million tonnes, largely due to area reductions in the United States,
Pakistan, China and Brazil as farmers respond to low prices.
Consumption is forecast to increase by 9.5% in 2020–21 to
24.3 million tonnes, but remain below production and still 2 million
tonnes below 2018–19 levels.

in Queensland) allocations have been increased in response to dam
recharge, particularly in New South Wales.

Water storage levels and general security water allocations,
cotton-growing regions, 24 November 2019 and
24 November 2020

This difference between production and consumption means that
world cotton stocks are forecast to rise to 21.9 million tonnes by the
end of 2020–21, up by 4.5 million tonnes since the start of 2019–20.
The rise in stocks is expected to be largely driven by reduced
consumption of raw cotton during 2020 as a result of COVID-19
containment measures.

World cotton trade is expected to increase by 3% in 2020–21 to
9.2 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
2.2 million bales. This is a significant year-on-year increase, but it is
still 35% below the 10-year average to 2019–20.

In many cotton regions in New South Wales and southern Queensland,
above average rainfall since February 2020 has resulted in better soil
moisture than last season. Increased dam storage levels in southern
New South Wales offer favourable prospects for irrigated planting. The
La Niña that set in during spring is expected to increase the reliability
of in-crop rainfall over summer. General security (or 'medium priority'
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a Lower Namoi and Upper Namoi water allocation determinations are made with
consideration of Keepit and Split Rock dam levels, so both storages have been included in
each.
Note: Storage levels and allocation determinations at 24 November 2020. Queensland
'medium priority' allocations are treated here as 'General security'. Upper Condamine
medium priority allocation is not displayed as it is 0%.
Sources: Bureau of Meteorology; NSW Department of Planning, Industry and
Environment; Sunwater

Opportunities and challenges

Australian cotton exports to China

From 2017 to 2019 an estimated average of 49% (by volume) of
Australian cotton exports went to China, representing an average
of 24% of China's cotton imports. During the same period, Australian
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cotton exports to Indonesia, Vietnam, Bangladesh and Malaysia
accounted for a further 32% of total exports on average. Australian
cotton exporters predominantly compete in a distorted global export
market with the United States, Brazil and India.

Average discounts to cotton export destinations compared to
China (in export unit values), 2017 to 2019

Uncertainty has been cast over export sales to China with reports of
orders to cease purchases of Australian cotton. If Australian cotton
exports to China were to cease, Australian exporters would need to
divert cotton to alternative markets, likely accepting a price discount
in doing so.

Using export unit values for Australian cotton from 2017 to 2019, the
average discount per bale in alternative markets (compared with
export unit values to China) was $34, about 5% of the total price per
bale. Discounts are significantly lower than this average in the larger
alternative export markets such as Indonesia ($2), Bangladesh ($10)
and Vietnam ($20).

Note: The average price of cotton exported to China during 2017–2019 was about $626
per bale.
Source: ABARES; Australian Bureau of Statistics

In the short term, Australian cotton exports are constrained to low
volumes due to the 2018 and 2019 drought, meaning it is easier to find
buyers in alternative markets. Over the medium term, when larger
cotton crops are being exported, Australian exporters may need to
establish greater market share with alternative importers such as the
fast-growing textile sectors of South-East Asia.

Reliance on China raises risks for Australian wool exports

Most Australian wool exports go to China which leaves the wool
industry exposed to breakdowns in trade with China. This is offset to
some extent by China's investment in wool processing and lack of
alternative wool suppliers. From 2017 to 2019, an average of 78% of
Australian wool exports went to China, with Australian wool
representing about 75% of Chinese wool imports. Australia is the
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largest producer and exporter of merino (in particular superfine) wool
by an order of magnitude. Opportunities for diverting Australian wool
to alternative markets aren't as available as they are for cotton, since
China imports half of the world's wool each year. It is unclear whether
China will include wool in any further restrictions of imports from
Australia. Doing so would be detrimental for Australian wool growers
who have limited alternative markets and for processors in China who
have limited alternative suppliers.

Consumer confidence index, major consumer markets for natural
fibres, January 2018 to October 2020

Consumer demand for apparel on uneven recovery

COVID-19 lockdown measures have caused the closure of clothing
stores and reduced consumer confidence in key consumer markets for
natural fibre-rich apparel. However, consumer confidence began to
recover in mid-2020 as countries eased lockdown measures.

The resurgence of COVID-19 has caused further lockdowns in the
United Kingdom and European countries such as France, Italy and
Spain. As a result, consumer confidence in most of these countries has
begun falling again. In Spain, consumer confidence did not rebound
after the first lockdown. The current trajectory of COVID-19 cases in
the United States may indicate further containment measures ahead
and therefore a further hit to consumer confidence.

Note: Amplitude-adjusted. Normal (long-term average) = 100. An indicator above 100
signals a boost in consumer confidence about the future economic situation. Data for
China is available up to September 2020. Eurozone comprises Austria, Belgium, Cyprus,
Estonia, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg,
Malta, Netherlands, Portugal, Slovak Republic, Slovenia and Spain.
Source: OECD

This highlights that recovery in consumer demand for natural fibrerich apparel will be slow and uneven, at the mercy of future outbreaks
of COVID-19 and the timing of containment measures or a vaccine.
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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

282
352

-0.3
-0.8

kt
kt

270
393

234
328

234
328

-0.1
-0.1

A$m
A$m
Ac/kg

3,511
4,152
1,939

2,360
2,754
1,448

1,890
2,239
1,120

-19.9
-18.7
-22.6

Mt
Mt
Mt
Mt
USc/lb

25.9
26.2
9.1
17.5
84.4

26.3
22.2
8.9
21.5
71.3

24.7
24.3
9.2
21.9
73.0

-6.0
9.5
3.1
1.9
2.3

’000 ha
kt

343
485

59.7
134

254
506

325
278

kt
896
336
239
-28.7
A$m
2,556
964
650
-32.5
A$/bale
619
558
528
-5.3
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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Beef and veal

Global demand for beef has been resilient in 2020 during the COVID19 pandemic, but rising production will slightly reduce global prices
for the rest of 2020–21.

Jonathan Wong

Australian cattle and global beef prices, January 2019 to
November 2020

Prices forecast to fall from record highs

The average saleyard price of steers and cows is forecast to fall during
the remainder of 2020–21 after reaching record highs in the third
quarter of 2020. Herd rebuilding has increased domestic demand for
cattle as a result of favourable seasonal conditions. Competition from
feedlots and farmers seeking to restock in eastern Australia has
pushed up prices for young cattle for restocking relative to older cattle
for processing. In October 2020, the Eastern Young Cattle Indicator
exceeded 800 cents/kg for the first time and is expected to fall in 2021.
The weighted average saleyard price of cattle will average 23% higher
in 2020–21, which is higher than previously forecast although it is
expected to finish the financial year well below this level. The high
price of Australian cattle is forecast to compensate for a decrease in
exports, leaving the gross value of production (GVP) only slightly
lower than 2019–20 (a nominal GVP record year). This difference
between Australian and global prices has put pressure on processors
and exporters.
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EYCI Eastern Young Cattle Indicator.
Source: Meat & Livestock Australia

Favourable conditions support herd rebuilding

Herd rebuilding has increased domestic demand for cattle following
favourable seasonal conditions. High rainfall totals across most of
northern and eastern Australia has seen pastures continue to recover
after successive dry years. Higher prices in areas that have received
substantial rainfall have supported prices in areas with lower rainfall
totals – the Western Young Cattle Indicator has followed the Eastern
Young Cattle Indicator upwards despite poor pasture growth. The
AussieGRASS pasture growth model suggests a high likelihood of
above-average pasture growth to January 2021 across eastern
Australia and far northern Australia. Pasture growth is expected to be
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median or below median for Western Australia, central Australia and
much of Tasmania.

Chance of pasture growth exceeding median, November 2020 to
January 2021

capitalising on feed and water availability to restock, and they are
expected to continue to do so in the short to medium term.

Female cattle slaughter rates, July 2000 to September 2020

s ABARES estimate. Australian Bureau of Statistics data is reported monthly to June 2020,
and quarterly from July 2020.
Source: Australian Bureau of Statistics

Slaughter volumes to continue downward trend

Source: AussieGRASS model

Herd rebuilding underway

Falling female slaughter rates and the premium prices for young cattle
compared with heavy steer prices suggest herd rebuilding is
underway. Female slaughter rates have been well above the traditional
47% rebuild benchmark for 31 consecutive months – the longest
period since 1976, when the Australian Bureau of Statistics began
collecting this data. Female slaughter rates have been declining since
May and are expected to continue trending downwards. The high price
of young cattle relative to heavy steers confirms that producers are
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Slaughter numbers have continued to trend downwards in 2020 as
production conditions have improved. The limited availability of
slaughter-ready cattle has pushed saleyard prices to record levels and
reduced processing margins. COVID-19 outbreaks in Victorian
abattoirs appear to have had minimal impact on national production
volumes to date, although additional preventative health and safety
protocols have increased production costs. Production for 2020–21 is
expected to continue its decline, steadying into 2021. Average carcase
weights are set to increase slightly due to lower female slaughter rates
and greater feed availability.
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Australian beef production volume, September 2016 to June 2021

Brazil and the United States. Exports to the United States and the
Republic of Korea have remained steady to date.

Exports of Australian beef, July 2016 to September 2020

Source: Australian Bureau of Statistics

Source: Australian Bureau of Statistics

Exports down but close to 3-year average to 2018–19

In 2020–21 to date exports have been substantially lower than for the
same period in 2019–20. They are forecast to remain close to the 3year average to 2018–19 for the remainder of 2020–21.

Export earnings reached record highs in 2019–20. This was a result of
high turn-off in response to drought (leading to high export volumes)
and strong international protein demand (leading to high global
prices). Export volumes are forecast to fall, highlighted by a 50% fall in
volumes to China and a 17% fall in volumes to Japan. It is reflected in
both fresh and frozen beef, likely due to substitution by consumers
away from higher-priced Australian beef to lower-cost product from
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Slow start to live exports in 2020–21

After strong post-Ramadan restocking in June and July this year, live
exports to Indonesia dropped – leading to a slow start to the financial
year. Export numbers to Vietnam between July and October were
lower than in recent years, but the cattle exported were heavier. Live
export prices for cattle exported from Darwin and Townsville are close
to the highs of 2016–17 but have not risen as much as the Eastern
Young Cattle Indicator. For the remainder of 2020–21 live cattle
volumes are expected to remain low year-on-year, due to high
Australian cattle prices and the impacts of COVID-19 control measures
on export markets.
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Live export prices and Eastern Young Cattle Indicator, July 2016 to
October 2020

EYCI Eastern Young Cattle Indicator.
Source: Meat & Livestock Australia

Global demand to decline marginally, production to
increase

Reduced pork production in China has continued to place upward
pressure on beef prices because Chinese consumers continue to
substitute towards other sources of protein, including imported beef.
In 2020–21 global beef exports are expected to increase, largely
because of strong exports from the United States and Brazil.

Chinese meat imports for 2021 are forecast to be slightly down on
2020, but reduced pork production continues to result in consumer
substitution and higher prices for beef. Expenditure on food, liquor
and tobacco was higher in the first 3 quarters of 2020 compared with
the same period in 2019. However, food expenditure at catering
services was 24% lower, highlighting the continued detrimental
impact on demand for high-value beef imports.
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In 2021 US production is forecast to increase, following COVID-19
disruptions to abattoirs in April and May 2020. The backlog of
slaughter-ready cattle in the United States appears to have cleared.
Slaughter delays and good feeding conditions led to higher carcase
weights, more than compensating for the 0.1% year-on-year decrease
in third-quarter slaughter. Despite the additional production, the
US Department of Agriculture (USDA) is forecasting beef imports to
remain steady due to high domestic beef demand. US beef exports are
expected to increase as the cattle cycle continues its contraction phase.
This will be supported by US producers selling cattle in response to a
dry winter and high feed prices (La Niña leads to wetter conditions in
Australia but drier conditions in North and South America – see
Seasonal conditions).

Exports from Brazil have increased due to high global prices, low
exchange rate and low domestic demand. The USDA has forecast
Brazilian beef production to increase in 2021 by 4% and exports by
8% compared with 2020. Higher supply from the United States and
Brazil is expected to lead to greater competition in high-value markets.

Opportunities and challenges
Uncertainty surrounds COVID-19

COVID-19 continues to affect global beef markets through the impact
of containment measures on consumer incomes and demand. Global
beef demand has remained relatively resilient to date, but this may
change with rising case numbers in the United States and Europe.

Meat production has been one of the few agricultural industries
affected directly by the virus itself, with illness among workers
affecting global abattoir productivity. Abattoirs in developed countries
like Australia, the United States and Germany appear to be managing
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this risk effectively through a combination of physical measures in
abattoirs and changes to labour hire conditions (such as paid
pandemic leave in Victoria).

Uncertainty in the trade relationship with China

Australia's beef exports have been largely unaffected by trade tensions
with China. Five Australian beef processing plants were suspended
from exporting to China in May and June for administrative reasons,
and no further restrictions on beef have followed. The fall in exports as
China recovers from African swine fever has been accelerated by low
production and high prices for Australian beef. This deficit in
Australian beef exports to China will be replaced by competitors.
Regaining market share may present a future challenge to Australian
exporters.
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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

23.9
21.6
6,953
1,881

2.3
2.5
-20.1
-20.7

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

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

284
240
331
170
1,290
11,258
1,257
1,565

236
235
165
151
1,000
8,250
850
1,125

-17.0
-2.2
-50.2
-11.3
-22.5
-26.7
-32.4
-28.1

Ac/kg (cw)
446
518
638
USc/kg
439
511
480
USc/kg
640
658
690
a At 30 June. b Includes dairy cattle. c Includes buffalo. d Australian weighted average saleyard price of beef cattle.
e Cow 90CL US cif price. f ABARES forecast. g Chilled grassfed fullset Japan cif price. s ABARES estimate.
Sources: ABARES; ABS; MLA

23.2
-6.1
4.9

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

66

ABARES Agricultural Commodities:
December quarter 2020

Sheep meat

Sheep meat

falling supply of sheep will reduce the fall in the saleyard price of
sheep relative to the saleyard price of lamb.

Mikayla Bruce

Lamb and sheep saleyard prices, February 2018 to June 2021

Prices to fall in 2020–21

The average saleyard prices of lamb are forecast to fall in 2020–21
by 10% to 726 cents per kilogram and sheep by 5% to
555 cents per kilogram. Elevated demand for sheep meat due to
African swine fever has dissipated, with COVID-19 reducing consumer
willingness to pay internationally in 2020–21. Export demand has
begun to recover from measures put in place to reduce the spread of
COVID-19. However, the ongoing economic downturn will inhibit
demand from reaching the pre-COVID-19 highs that saw the weighted
average saleyard prices in 2019–20 for lamb reach 807 cents per
kilogram and 584 cents per kilogram for sheep.
On the supply side, favourable seasonal conditions have provided an
opportunity for producers to begin flock rebuilding. Stronger demand
from producers as opposed to processors is highlighted by the
widening gap between trade lamb and restocker/feeder lamb (up to
18 kg) prices. Joining decisions following the drought to increase the
supply of lambs purely for meat production will limit the supply of
lambs available for restocking. Similarly, the supply of mutton will be
tight as producers retain breeding ewes for flock rebuilding. The
67

f ABARES forecast
Note: Saleyard prices are weighted average saleyard prices.
Sources: ABARES; MLA

Lower export prices due to global economic downturn

In 2020–21 the average price of lamb exports is forecast to fall by 9%
to $8.76 per kilogram. Similarly, the average price of mutton exports is
forecast to fall by 6% to $7.04 per kilogram. Lower international and
domestic demand is anticipated in 2020–21 due to fading African
swine fever induced demand and the negative effect on the global
economy of measures to contain the spread of COVID-19 (see
Economic overview). Lower consumption of sheep meat in Australian
export markets is expected to continue to place downward pressure
on export prices.
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Falling exports driven by low sheep meat supply

Lamb and mutton, export volume and value, 2018 to 2020

The export value of sheep meat is forecast to fall by 15% to $3.5 billion
in 2020–21 as lower average export prices add to the fall in export
volumes. The export value of mutton is forecast to fall by 36% to
$866 million and the export value of lamb is forecast to fall by 4% to
$2.6 billion.

Sources: ABARES; ABS

In 2020–21 mutton exports are forecast to fall by 33% to
123,000 tonnes shipped weight due to low flock numbers and
retention of ewes. However, overall sheep meat exports are forecast to
fall by only 9% to 418,000 tonnes, buffered by a 5% increase in lamb
exports to 295,000 tonnes.

Commencement of COVID-19 recovery evident in quarterly data

Australian sheep meat exports stabilised in the third quarter of 2020,
following consistent reductions in volume and value since the
outbreak of COVID-19 in early 2020. The volume of lamb exported was
9% greater year-on-year in the third quarter of 2020, while the value
of lamb exports was only 0.2% less than for the same period in 2019.
Similarly, the volume of mutton exports was 25% less in the third
quarter of 2020 relative to the same quarter in 2019, with the value of
mutton exports down by 30%.
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COVID-19 offsets African swine fever

The spike in China's import demand generated by African swine fever
has dissipated due to COVID-19 and faster recovery of the Chinese pig
herd than previously anticipated. In the third quarter of 2020 the
volume of lamb exports to China was 13% lower and mutton 32%
lower than for the same period in 2019. Over this period export values
to China fell by more – 37% lower for lamb and 38% for mutton –
because the average price of exports fell.
In 2019 the volume and value of Australian sheep meat exports to
China expanded as Chinese consumers sought to fill a protein gap
created by reduced access to pig meat due to African swine fever. The
surge in demand from China increased average prices for Australian
lamb and mutton exports. Since the outbreak of COVID-19, Australian
sheep meat which is largely consumed in the food service industry has
contributed a smaller share to this protein gap. Furthermore,
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rebuilding of the Chinese pig herd has progressed faster than
previously anticipated, however significant retention of sows for
reproduction is limiting pork available for consumption. In 2020–21
exports to China have continued to fall, despite the protein gap still
present in the market.

Australia (38%) and New Zealand (34%) account for the majority of
world sheep meat exports and 97% of China's sheep meat imports
were sourced from Australia and New Zealand in 2019. Australia
accounted for 44% and New Zealand 53% of China's total sheep meat
imports. Imports of sheep meat from New Zealand fell as steps were
taken to control the pandemic in China – but these have since
recovered. New Zealand's exports to China are cyclical in nature and
their current low level is not pandemic-related. By contrast, since the
outbreak of COVID-19 Australian exports to China have not returned
to previous levels, possibly a result of Australia’s low supply of sheep
meat.
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Australian and New Zealand sheep meat exports to China, 2017 to
2020

Sources: ABARES; ABS, Statistics New Zealand; Infoshare

Airfreight to the Middle East recovering

Adaptation to COVID-19 saw the volume of lamb exported from
Australia via airfreight increase by 57% in October 2020 from the lows
in June 2020. In 2019–20, 83% of Australian sheep meat exports via
airfreight were destined for the Middle East. Lamb comprised 91% of
the sheep meat exported via airfreight, with lamb exported via
airfreight to the Middle East increasing by 61% between June 2020
and October 2020.
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Proportion of lamb transported by airfreight to the Middle East,
and total lamb exports to the Middle East, 2018 to 2020

between trade lamb and restocker/feeder lamb prices at the beginning
of 2020–21. Higher conception rates and pasture production will
support the number and weight of lambs in 2020–21. However, most
of these lambs are expected to be slaughtered for meat production –
adding little to flock numbers.

Trade lamb and restocker/feeder lamb prices, 2019 to 2020

Source: DAWE

Lamb production to rise and sheep production to fall

In 2020–21 Australian lamb slaughter is forecast to rise by 3% to
21 million head, due to favourable conditions in the latter half of
2019–20 and increased joining with terminal sires (those joined
purely for meat production). This will limit promotion into the flock,
with lamb production forecast to rise by 4% to 500,000 tonnes in
2020–21.

By contrast, in 2020–21 sheep slaughter is forecast to fall by 30% to
5.8 million head, with mutton production falling by 30% to
146,000 tonnes. This fall is forecast because of the expected retention
of older ewes for flock rebuilding – compounding low national flock
numbers following the drought.

The national flock is forecast to increase slightly year-on-year to
65 million head in 2020–21. The strong desire to restock and
capitalise on favourable conditions is highlighted by the widening gap
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Source: MLA

Live export volumes continue to fall year-on-year

The volume of live exports is forecast to fall by 11% to 950,000 head
in 2020–21. The live export trade had a slow start to 2020–21, with
volume down by 58% and value down by 57% on the same period in
2019–20. The Australian Government placed additional conditions on
live sheep exports for the 2018 northern hemisphere summer and
temporarily restricted live sheep exports from June to
September 2019. This provided time for research and consultation
into improved regulations to protect sheep from heat stress on these
long voyages. The result was a new Australian Meat and Live-stock
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Industry (Prohibition of Export of Sheep by Sea to Middle East—
Northern Summer) Order 2020 to regulate sheep exports to the Middle
East between 1 May and 31 October each year.

Live export volume and value, 2010–11 to 2020–21

exposed to potential COVID-19 related reductions in demand and
could be forced to seek alternative markets in the short-term. This
would increase competition between Australian and New Zealand
sheep meat in international markets and place downward pressure on
export unit values.

Australia's ability to control COVID-19 could favour reputation

The need for a reliable and secure food source has become glaringly
obvious during the COVID-19 pandemic. The European Union, the
United States and various other producers of red meat are well behind
Australia in controlling COVID-19, positioning Australia as a reliable
producer of red meat. With consumers more aware of the source of
their products Australia’s reputation as a reliable and secure source
could become an increasingly important competitive advantage.
f ABARES forecast
Sources: ABARES; ABS

Opportunities and challenges

Increased competition with New Zealand

Between February and April sheep meat exports from New Zealand to
the EU fell sharply due to COVID-19 related lockdowns. On
28 October 2020 several EU countries entered a new COVID-19 related
lockdown, therefore we can assume exports will follow a similar
pattern during this lockdown period. In 2019 New Zealand was the
largest exporter of sheep meat to the European Union, accounting for
21% of its total sheep meat exports. By contrast, only 1% of Australia's
sheep meat exports were destined for the European Union. The
proportion of NZ exports increases to 31% if the United Kingdom is
included, and to 3% for Australia. New Zealand is therefore more
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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

65.2

4.0

’000
’000

22,087
9,730

20,272
8,268

20,900
5,800

3.1
-29.9

kt (cw)

732

690

645

-6.4

kt (sw)
$m
’000
$m

489
3,865
925
121

462
4,056
1,069
154

418
3,451
949
122

-9.5
-14.9
-11.2
-20.7

726
555

-10.0
-5.0

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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World dairy prices, 2007–08 to 2020–21

Damien Thomson

Farmgate milk price to fall

The farmgate milk price in Australia is forecast to average 47.9 cents
per litre in 2020–21, down by 9% from high levels in 2019–20.

Increased milk production in Australia is expected to ease competition
between processors for milk supply. Domestic prices will fall in 2020–
21, in line with lower world prices. Global demand for dairy products
has recovered following the dampening effect of COVID–19
containment measures. However, increasing global supply is expected
to outweigh a better than expected recovery in demand.
The world butter price is forecast to fall by 13% to US$3,879 in 2020–
21, revised upward since the September forecast. This is due to a
reduction in the quantity of butter sold on the Global Dairy Trade
platform by Fonterra New Zealand and a subsequent lift in prices.
Whole milk powder is forecast to fall by 4% to US$3,179. The cheese
price is forecast to fall by 5% to US$4,021, and skim milk powder is
forecast to rise by 2% to US$2,798.
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f ABARES forecast.
Sources: ABARES; Dairy Australia

Global demand recovering in key export markets

Demand for dairy products has remained relatively resilient despite
the significant changes in buying habits in response to COVID–19
containment measures. Australia's exports of milk powders and
cheese to key markets such as China and Japan have stayed firm.
Butter exports are at their highest level since May 2019. Year-to-date
exports of butter as of September are 75% higher than in 2019–20 and
monthly September exports were 120% higher than in
September 2019. This significant rise in export volumes has been
driven by demand from Singapore, China, and Thailand as well as
higher production of butter in Australia. Stronger than expected
demand from China is due to a COVID–19 related strengthening of
consumer preferences for food sourced from countries with strong
food safety reputations and more cautious inventory management.
Since August, demand has also been supported by an appreciation in
the Chinese yuan.
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Global production forecast to grow in 2020–21

Global milk production is forecast to increase by between 1 and 2% in
2020–21. Favourable seasonal conditions in New Zealand have
supported a strong recovery with year-to-date production 3% higher
as of September. These conditions are likely to result in an exceptional
spring flush of pasture growth for New Zealand dairy farms and record
production for 2020–21. The United States and the European Union
are expected to produce about 2% more raw milk this financial year.

of this year's expected crop cut for hay. Irrigation prices in northern
Victoria are forecast to fall further due to water storages being
replenished.

Milk production, yield, and cows in milk and dry, 2000–01 to
2020–21

Australian milk production to bounce back

Total milk production in Australia is forecast to increase by 2% in
2020–21 to 9 billion litres. This is a small downward revision from the
September forecast and is due to drier than average conditions in
September in most dairying regions except for South Australia and
Tasmania. 2020–21 production up to September was 2% higher than
the same period in 2019–20. Subsequent above average rainfall in
October associated with a La Niña event has supported high pasture
growth in most dairy regions except Western Australia.

Improved seasonal conditions, and low hay and grain prices, have led
to higher retention and restocking of cows despite the highest cull cow
prices for 5 years. If realised, expected higher pregnancy rates will
assist herd rebuilding. Yields increased significantly in 2018–19 due to
drought-induced culling which brought yield gains forward. As a
result, yields are forecast to increase by only 0.2% in 2020–21, below
the average annual increase of 1.3%. Hay prices in Gippsland,
Goulburn Murray Valley and south-west Victoria are below the 5-year
average and well below 2019–20 levels. Hay prices are low following
increased production of fodder crops and diminishing demand
because of increased pasture availability. The production of cereal hay
is expected to return to pre-drought levels, with a smaller proportion
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f ABARES forecast.
Sources: ABARES; Dairy Australia

Opportunities and challenges

Dairy markets resilient through pandemic

Despite initial concerns, demand for dairy products has remained
resilient despite the COVID–19 pandemic. Prices have seen a much
smaller fall than seen during the Global Financial Crisis (GFC). From
November 2007 to February 2009 real Australian dairy prices fell by
an average of 44%. In the first 9 months of the GFC alone, prices fell by
20% compared with just 12% in the 9 months from February 2020 to
October 2020. World dairy prices increased rapidly in 2006–07 due to
elevated demand outpacing subdued supply growth. Higher
consumption exhausted intervention stocks in the EU and US, further
supporting record high prices. Demand contracted in the economic
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downturn and prices plummeted. The resulting imbalance between
supply and demand meant that stocks also returned to pre-2006–07
levels in June 2009.

Despite significant disruptions to supply chains and foodservice
channels, international dairy markets have operated effectively to
redirect product to meet underlying consumer demand. While
foodservice shutdowns disproportionately impacted demand for
butter and cheese, milk powder markets were supported by strong
demand from China and prices remained relatively steady. Supply has
also remained unaffected because producers have successfully
managed minor labour issues and hygiene requirements.

World dairy prices, October 2000 to October 2020

Sources: ABARES; Dairy Australia
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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
6,406

1,397
6,420

2.0
0.2

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

8,793
2,476
6,318
73.3
381
47.5
177
49.7
3,188

8,776
2,477
6,299
51.3
389
43.8
141
52.4
3,379

8,969
2,478
6,491
65.0
400
45.0
150
47.9
3,300

2.2
0.1
3.0
26.6
2.7
2.7
6.0
-8.6
-2.3

US$/t
5,144
4,456
3,879
-13.0
US$/t
4,075
4,210
4,021
-4.5
US$/t
2,298
2,746
2,798
1.9
US$/t
3,190
3,321
3,179
-4.3
a At 30 June. b Includes the butter equivalent of butter oil, butter concentrate, dry butterfat and ghee. c Excludes
processed cheese. f ABARES forecast. 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
€
£

¥

A$

ABARE
ABARES
ABS

ACT

AFMA

ANZSIC

77

million dollars (Australian)
euro

Australian Sugar Milling Council

b

billion (Australian)

BRS

Bureau of Rural Sciences (now ABARES)

AWEX
BAE
c

pound sterling

CBA

yen

CIS

dollar (Australian)

Australian Bureau of Agricultural and Resource
Economics
Australian Bureau of Agricultural and Resource
Economics and Sciences

Australian Bureau of Statistics

Australian Capital Territory

Australian Fisheries Management Authority

ASMC

cif

CL

Bureau of Agricultural Economics (now ABARES)
cent (Australian)

Commonwealth Bank of Australia

Commonwealth of Independent States
cost, insurance and freight
Chemical Lean

CME

Chicago Mercantile Exchange - Chicago Board of Trade

DA

Dairy Australia

cw

DAWR

Australian and New Zealand Standard Industrial
Classification

Australian Wool Exchange

DFAT
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carcase weight

Department of Agriculture and Water Resources (now
Department of Agriculture, Water and the Environment)
Department of Foreign Affairs and Trade

Abbreviations

doi

digital object identifier

ITC

International Trade Centre

ECU

European currency unit

kL

kilolitre (1,000 litres)

DM

EMI

deutschmark

kg

kilogram (2.20462 pounds)

Eastern Market Indicator

kt

kilotonne (1,000 tonnes)

EVAO

estimated value of agricultural operations

lb

pound (454 grams)

fas

free alongside ship

fot

free on truck

EU

FAO

fob
GDP
GL

GST

ha

IGC

IMF
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European Union

L

Food and Agriculture Organization of the United Nations
free on board

Gross Domestic Product

gigalitres (1,000,000,000 litres)
Goods and Services Tax
hectare (2.471 acres)

International Grains Council

International Monetary Fund

na

NAFTA
nec
nei

nfd
no.
NT

litre (1.761 pints)
not available

North American Free Trade Agreement
not elsewhere classified
not elsewhere included
not further defined
number

Northern Territory

m

million (Australian)

ML

megalitre (1,000,000 litres)

m3
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cubic metre (1.307 cubic yards)

Abbreviations

MLA

Mt

Meat & Livestock Australia

megatonne (1,000,000 tonnes)

org

organisation

Rep.

Republic

RBA
sw
t

UN

Reserve Bank of Australia
shipped weight

tonne (1,000 kilograms)
United Nations

USc

cent (United States)

USDA

United States Department of Agriculture

US$
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dollar (United States)
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