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Cattle
June 2020
Commodity Overview
•
•
•

Australian cattle prices are expected to remain supported at high levels during winter after a strong rally in May
as a favourable rainfall outlook will continue to drive tight supply and encourage restocker buyers.
Demand for Australian beef in export markets is expected to strengthen, however tight domestic supplies will
restrict export volumes.
Severe disruptions to beef processing in the United States could continue to create some short-term
opportunities for Australian beef exports to the United States as well as Japan and South Korea.

The Australian cattle market is well placed heading into
winter with prices high after rallying during May and good
pasture conditions in most regions after a wet autumn. The
eastern young cattle indicator is currently only 2.7 per cent
below the record high achieved in March. Continued tight
supply in Australia, strong restocker demand and improving
consumer demand will combine to maintain prices at high
levels through winter despite economic uncertainty.

Domestic beef demand will experience some
improvement as restrictions on foodservice channels
ease. Demand from China should remain strong, despite
suspended access to the Chinese market for four
Australian abattoirs which account for an estimated 35 per
cent of Australian beef exports to China.
A 15-20 million tonne protein deficit in China resulting from
African Swine Fever will continue to fuel demand for beef
imports. Also impacting Australian beef exports will be the
flow-on effects of COVID-19 related beef processing
disruptions in the United States which saw weekly
slaughter rates fall over 40 per cent below 2019 levels. US
beef production is forecast to decline by 5.1 per cent, and
exports by 4.2 per cent in 2020 due to reduced processing
capacity.

Tight domestic supply will help keep Australian cattle prices
supported at current high levels as favourable seasonal
conditions allow producers to retain stock and begin herd
rebuilding. Average weekly eastern states cattle slaughter
in May was 14.7 per cent lower than last year and could
trend over 20 per cent below last year’s levels in the second
half of the year.
The low supply of cattle will continue to be met by strong
demand from restockers in eastern states, fuelled by
confidence from a wet autumn and a high chance of a wet
winter. This will provide a strong level of underlying support
to prices.

This has increased opportunities for Australian lean beef
imports and seen a rally in the 90CL import price.
Reduced export volumes from the United States could
also support Australian beef exports to Japan and South
Korea where demand has remained firm so far in 2020.
Opportunities in some major export markets and
improvements in demand will offer support to Australian
cattle prices, even as Australian export volumes become
restricted by tightening production.

Support for prices will also come from recovering demand
in domestic and export markets as COVID-19 restrictions
ease, however tight supply will restrict export volumes from
Australia for the remainder of 2020.
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Source: Meat & Livestock Australia
*MLA Cattle Market Price Indicators (CV19) have been added to previously reported cattle indicators from 25/3/20.
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Cropping
June 2020
Commodity Overview
•
•

The imposition of an 80.5 per cent tariff on Australian barley imports is likely to price Australia out of the Chinese market,
which accounts for 70 per cent of Australian barley exports over the past five years.
Winter crop prospects are mostly positive as much of eastern Australia has enjoyed the most positive start to the winter
cropping season in several years, though parts of Western and South Australia would benefit from more rainfall.

Much of winter cropping areas in eastern states continue to
enjoy their best start to the season in several years. Many grain
growing areas in New South Wales, Victoria and the eastern
regions of South Australia have all come into winter with above
average soil moisture, and forecasts point towards above
average rainfall in winter. Much of Western Australian and
parts of South Australia have had a dry start in comparison to
eastern regions, however rainfall in late May has provided a
reprieve to flagging prospects, particularly in southern parts of
WA.
Queensland and New South Wales are set to see the biggest
turnaround in fortunes, with area planted to winter crops
forecast to increase by 111 per cent and 53 per cent
respectively year-on-year. At a national level winter crop area
is set to increase by 13 per cent, with planted area in other
states much steadier.
Improved yields are expected to see total winter crop
production jump by 35 per cent, year-on-year. Wheat and
pulses will be the biggest movers, with forecast production
increases of 59 and 45 per cent respectively. This will bring
back production back to levels where there is significant
exportable surplus, meaning that world prices will have a much
larger impact on local prices compared to recent years. Whilst
yield estimates contain a degree of uncertainty at this time of
year, favourable weather in coming months has the potential
to push final production well above current estimates.
News that China would look to place import and other tariffs,
of 80.5 per cent on Australian barley sent shockwaves through
the grains industry in May.

In the past five years, China has accounted for 70 per cent, or
around 4.1 million tonnes of Australian barley exports per year.
With winter crop planting already well progressed, and
completed in some areas, there was limited scope for grain
growers to switch area away from barley, meaning that barley
markets will need to work out where to allocate grain which
would have previously gone to China.
There may be some scope to increase imports to Saudi Arabia
(the world’s largest barley importer), Japan, and other markets,
as well as a limited capacity for increased domestic use of
barley for stock feed. With the high barley prices seen in recent
years having priced Australia out of many exports markets,
including Saudi Arabia, lower prices over the coming season
is almost certainly an implication of this situation.
Internationally, CBOT (Chicago Board of Trade) wheat futures
have been taking their time in deciding whether their next big
move will be up or down. Early estimates have world wheat
stocks reaching new record highs in the coming season and
this continues to place downward price pressure on global
wheat prices.
Wheat end stocks among major exporting nations are also set
to increase by 3 per cent year-on-year. However, wheat stocks
in key Black Sea exporting nations are still going to be some
way off levels seen three to four years ago, when downward
supply side pressures were particularly strong. An interruption
in export pace from this part of the world is quite possibly the
best chance of world wheat prices seeing meaningful price
support in the back half of this year.
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Dairy
June 2020
Commodity Overview

There is a sense of optimism and confidence around
opening farm gate milk prices for the 2020-21 season,
particularly in the context of the past six months and the
economic uncertainty facing markets.

In historical terms an average mid-point of $6.46/kg MS
ranks as a decile 7.8 over the past 10 years, which is
favourable in a year where cost of production is likely to be
lower, driven by pasture growth from rainfall and the
prospect of cheaper hay and grain. This will likely lead to
an increase in herd size and milk production in 2020-21 for
most dairy regions.

Based on announcements from major processors the
minimum opening milk price in southern Australia will
average out at approximately $6-6.40/kg MS, with a midpoint for the season of approximately $6.20-6.60/kg MS
and early estimates of a closing price between $6.706.90/kg MS suggesting step-ups could occur later in the
season.

In global markets, skim milk powder prices are showing
signs of stabilising driven by an increase in demand from
Asia after volume bottomed out in early in May. Average
skim milk powder price in Australian dollar terms remains
above year ago levels despite COVID-19 disruptions,
highlighting robust demand and giving some confidence for
the months ahead.

Opening prices are approximately 7.3 per cent lower than
the $6.80/kg MS opening price of 2019-20 and
approximately 8.8 per cent lower than the estimated
average closing price of $6.95/kg MS. The reason for the
decline is due to a combination of softer demand for dairy
products both locally and overseas and the prospect of
increasing supply this season due to a favourable autumn
break.

In contrast cheddar prices have declined sharply, down
29.7 per cent since the beginning of May, despite
maintaining prices up until April. This decline is mostly
supply led as Europe and US production flows onto
markets, the trend isn’t dissimilar to 2019 however the rate
of decline has been higher suggesting a combination of
softer demand and more milk production directed at cheese
during 2020. It’s likely that prices will level out in the coming
weeks as the market re-balances supply and demand.

However, the decline in price has been tempered
somewhat by strong competition from processors looking
to secure milk in order to gain factory efficiencies for this
season and into the future.
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Farm gate milk prices for 2020-21 will be lower than 2019-20 down 7.3 per cent to an average of $6.34/kg MS
however they remain at a favourable level in historical terms at decile 7.7.
Global dairy trade prices continue to ease but there are signs of stability in powder prices, driven by demand
from Asia.
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Horticulture
June 2020
Commodity Overview

Broccoli and cauliflower prices are expected to ease in the
coming months as production on the east coast catches up
to the supply shortage driven by drought, bushfires and
COVID-19. Broccoli prices have almost returned to the
long-term average of $2.14/kg after reaching a record high
of $4.18/kg in March, while cauliflower prices have
remained elevated.

Price is currently trading well below the long-term average
at decile 1.3. There may be a small improvement to prices
over the coming months as COVID-19 restrictions lift
however it's unlikely demand will return to long term levels
this season.
Demand for early season navel oranges has been high,
and current prices are 32.2 per cent higher than this time
last year.

Good rainfall on the east coast has helped production
rebound particularly in Victoria which accounts for 47 per
cent of broccoli and 44 per cent of cauliflower grown
nationally.

Supply is expected to be down slightly on last season due
to drought and high-water prices. Reports suggest early
season fruit is of a reasonable size and eating quality is
high.

Queensland lime production has increased this season due
to favourable seasonal conditions and an increase in the
number of trees reaching maturity. The increase in supply
has coincided with a fall in demand from the hospitality
industry due to COVID-19 restrictions.

Consumers both domestically and overseas are prioritising
fruit with immunity boosting properties which is leading to
an increase in demand for oranges. Concerns around
export interruptions have subsided in time for the peak
supply months of July and August.

Growers are having to leave fruit on trees for as long as
possible to allow supply to move through the market. This
can lead to fruit falling off the tree and going to waste.

Broccoli and Cauliflower price index
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*Citrus price index includes oranges, mandarins, lemons and limes..
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Broccoli and cauliflower prices are expected to fall in coming months as increasing production catches up to
demand following supply shortages.
A decline in demand for limes driven by COVID-19 restrictions has coincided with an increase in supply resulting
in softer prices.
There are positive signs for orange prices this season as demand remains high in a stable supply environment.
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Sheep
June 2020
Commodity Overview
•
•
•

Prices for Australian lambs and sheep are expected to increase during winter, albeit at a more modest rate than
previous seasons due to weaker consumer demand resulting from the impacts of COVID-19.
Tightening supply through winter will support prices close to record highs in winter with eastern states lamb
slaughter expected to remain lower than 2019 and decline by 15 per cent from current levels by the end of July.
Demand in the United States and Middle East is unlikely to improve in the short-term, but there are positive signs
of demand recovering in Australia and China.

Australian lamb and sheep prices are expected to continue
receiving upwards pressure as supply continues the typical
winter contraction.

The downwards pressure on prices is largely coming from
a sharp slowdown in foodservice demand in the United
States and Middle East, markets which account for over
a third of Australian sheepmeat exports.

The decline in lamb slaughter rates began earlier and has
been sharper than the average seasonal pattern,
culminating in a 23.9 per cent decline average weekly
slaughter in May compared to last year as producers have
sought to retain more stock in response to wet conditions.

Retail demand has improved but will not be enough to
offset the decline in foodservice where more than half of
Australian sheepmeat exports are consumed. In addition
to weaker foodservice demand in the Middle East,
increased air freight costs are raising the price of
sheepmeat and low oil prices are expected to lead to
lower consumer spending. Recovering demand in these
markets will be important to support higher lamb and
sheep prices in Australia, but any significant
improvements appear unlikely in the short-term and
sheepmeat could be substituted by cheaper alternatives
in the event that an economic downturn further reduces
consumer spending.

Weekly lamb slaughter in eastern states is expected to
remain lower than 2019 and decline by a further 15 per cent
towards a seasonal low at the end of July. Strong restocker
demand, fuelled by good pasture conditions following a wet
autumn, will continue to produce strong competition for
reduced yardings and offer support to prices at saleyards.
Although local factors remain in support of higher prices,
headwinds from weaker consumer demand are expected
to limit upwards movement in lamb and sheep prices.
There are some positive signs for consumer demand in
Australia and China as COVID-19 restrictions ease.

The weakness in consumer demand for sheepmeat, both
domestically and in export markets, is expected to
continue to weigh on the willingness of processors to pay
higher prices for lambs and sheep. This is expected to
offset most of the upwards pressure being applied to
markets by tightening supply and firm restocker demand,
resulting in limited price growth during winter.

China is further advanced in recovering from COVID-19
and will be the most positive export market for lamb with
export volumes already recovering quickly in March and
April to be higher than last year.

900

OTH lamb and mutton indicators

500
400

700

'000 head

Ac/kg cwt

800

Eastern states weekly slaughter

600
500
400

300
200
100

300
0
Jan-18
Mar-18
May-18
Jul-18
Sep-18
Nov-18
Jan-19
Mar-19
May-19
Jul-19
Sep-19
Nov-19
Jan-20
Mar-20
May-20

Jan-18
Mar-18
May-18
Jul-18
Sep-18
Nov-18
Jan-19
Mar-19
May-19
Jul-19
Sep-19
Nov-19
Jan-20
Mar-20
May-20

200

Medium trade lamb

Lamb

Mutton

Source: Meat & Livestock Australia

6

Sheep

Wool
June 2020
Commodity Overview
•
•

Australian wool prices are expected to remain under pressure, with low global demand the key driver of this
expected trend.
Favourable seasonal conditions and growing producer stocks is likely to see an ample supply in the Australian
market over the next 6 months.

The Australian wool market continued to feel downwards
price pressure as a result of COVID-19 during May, with a
strengthening Australian dollar also softening prices.
There have been weeks where the AWEX EMI saw gains,
however, this was most likely patches of high demand in
which last minute orders needed to be filled and not
necessarily an indicator of the market beginning to
recover.

Demand for Australian wool remains at the mercy of a
recovery in the global economy from the impacts of
COVID-19, with buyers only purchasing on a hand-tomouth basis. Chinese manufacturing continues to recover,
however, there remains little demand for the end product
of their mills and processors. Additionally, the Northern
Hemisphere is approaching summer, which will further
work against an uptick in wool demand.

New South Wales and Victoria in particular, have had a
good start to the year and more rainfall forecast for this
winter is expected to result in a larger amount of higher
yielding wool enter the market next season.

Given trade uncertainty building around China following
export bans of some meat processors and tariffs on
Australian barley, there have been calls to diversify our
export customers. Markets such as the US and areas of
Europe that have been absent from the Australian market
due to high prices driven by Chinese demand, have begun
to enquire about purchasing Australian wool.

Following drought on the east coast that still has not
broken in some areas, low yielding wool clips have flooded
the market this season and large premiums have been
seen for certain micron wool clips of high quality.

While reduced demand from China and declining prices are
negative for the market, the beginning of some
diversification of export destinations away from one key
market could be seen as a silver lining of the COVID-19
outbreak.

In the current low demand environment, wool supply has
been held back from the market and season to date
offering is 11.3 per cent behind down year-on-year. Whilst
2019/20 wool production is expected to be 6.3 per cent
below the 2018/19 season, there is still a significant
amount of wool in grower hands that will pressure values
in the future.

Low global demand for wool, coupled with high supply
being held in grower hands and favourable seasonal
conditions for next season, will continue to place
downwards pressure on the Australian market in coming
months. High quality, fine micron wool remains in demand,
although the low market sentiment will continue to weigh
on these values.

While high mutton prices incentivise more producers to
send a greater proportion of their herd to slaughter, this is
likely to be offset by more favourable seasonal conditions
leading into next season.
AWEX Eastern Market Indicator
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About Rural Bank
Rural Bank is a division of Bendigo and Adelaide Bank
Limited and provides exceptional financial services,
knowledge and leadership for Australian farmers to grow.

About the research
Rural Bank provides a monthly analysis of production and
pricing trends for Australian agriculture. Focusing on
cattle, cropping, dairy, horticulture, sheep and wool, the
Update provides producers with a timely overview of
current trends and an outlook for the coming months.

This report is intended to provide general information on a particular subject or subjects and is not an exhaustive treatment of such subject(s). The information herein is believed
to be reliable and has been obtained from public sources believed to be reliable. Rural Bank, a Division of Bendigo and Adelaide Bank Limited, ABN 11 068 049 178 AFSL/
Australian Credit Licence 237879, makes no representation as to or accepts any responsibility for the accuracy or completeness of information contained in this report. Any
opinions, estimates and projections in this report do not necessarily reflect the opinions of Rural Bank and are subject to change without notice. Rural Bank has no obligation to
update, modify or amend this report or to otherwise notify a recipient thereof in the event that any opinion, forecast or estimate set forth therein, changes or subsequently becomes
inaccurate. This report is provided for informational purposes only. The information contained in this report does not take into account your personal circumstances and should not
be relied upon without consulting your legal, financial, tax or other appropriate professional.
© Copyright Rural Bank, a Division of Bendigo and Adelaide Bank Ltd ABN 11 068 049 178 (04/20)

For report enquiries
For more detailed and in depth insights or
customised reports email:
insights@ruralbank.com.au

For banking enquiries
Rural Bank products are available through
Elders and Bendigo Bank branches.
To find out more about Rural Bank’s range
of specialist farm finance products and
services contact your local Rural Bank
Agribusiness Relationship Manager, call
1300 660 115 or visit ruralbank.com.au

Subscribe
Visit ruralbank.com.au/subscribe to receive
future research and analysis to support
you in making informed business decisions
on your farm.

www.ruralbank.com.au

