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Background 

Reports have been circulating since 3rd November that Chinese importers have received verbal directives that shipments of some Australian 
commodities will be suspended from Friday November 6th. As of 17th November there has not been an official announcement from China’s 
Ministry of Commerce, however a state owned media outlet has announced suspensions on imports of seven Australian export commodities 
which includes wine, lobsters, sugar, barley, coal, copper ore and concentrate, and timber. There has been speculation that wheat and wool 
may also be included. 

In recent weeks and months, China has made numerous claims on biosecurity issues on various imports from Australia, including 
shipments of lobsters held in Chinese customs due to trace elements of metals, and Chinese customs announcing it will apply ‘enhanced 
inspection’ on shipments of Australian wheat. On May 12th China suspended beef trade with Australia originating from four red meat 
processors. On May 19th China imposed an 80.5 per cent tariff on Australian barley following its anti-dumping investigation which dated 
back to November 2018. 

This report outlines the potential impacts of rumoured and hypothetical disruptions to trade for a variety of commodities for which China 
accounts for a significant proportion of exports. 

Significance of China to Australian agricultural exports 

China is Australia’s largest export market for agricultural products. The value of Australian agricultural exports to China averaged $12.1 
billion per year over the last five financial years which accounted for 25.4 per cent of the average annual value of Australian agricultural 
exports of $47.5 billion over the same period. China was also the most significant growth market during that period with compound annual 
growth of 10.2 per cent, compared to a growth rate of 2.1 per cent to all markets. 

Of the commodities speculated to be facing suspensions from China, barley, rock lobster and wine will be most severely impacted due to 
the large share of exports shipped to China.   

Average annual export figures for the last five financial years: 

Australia’s dependence on China China’s dependence 
on Australia Alternative Markets 

Commodity by value by volume by volume 
Wool 75% 77% N/A Italy, India, Czech Republic 
Rock Lobster 52% 51% N/A Hong Kong, USA 

Table Grapes 37% 37% 0.4% Indonesia, South Korea, Japan 

Wine 31% 16% N/A USA, UK, Canada 
Cotton 31% 30% N/A Indonesia, Vietnam, Bangladesh 

Fruit (exc. grapes) 24% 20% N/A Hong Kong, Singapore, Japan 

Almonds 22% 21% 6.7% India, Europe, New Zealand 

Dairy 

Milk / cream 
21% 

Milk / cream: 38% N/A Japan, Singapore, Indonesia 

Other dairy Other Dairy: 17% N/A Japan, Singapore, Indonesia 

Sheepmeat 20% 27% 45% USA, Middle East, Malaysia, Japan 

Crops 17% 21% 

Barley 66% 66% 49.3% Saudi Arabia, Japan, Thailand (emerging) 

Canola 6% 6% 0.8% Low exposure to China 

Wheat 8% 8% 0.9% Low exposure to China 

Pulses 2% 1% N/A Low exposure to China 

Other grains 33% 61% N/A 

Beef 16% 16% 19% Japan, USA, South Korea 

Sugar1 5% N/A N/A South Korea, Japan, Indonesia 

Vegetables 0.2% 0.05% N/A Middle East, Singapore, Malaysia 

Please see Appendix for actual export value and volume to China. 

1Official statistics on sugar exports (including export markets and state of origin) are unavailable due to confidentiality provisions. Data is published on a 
quarterly basis and released six months after the reference period. Estimates from the Australian Bureau for Agricultural and Resources Economics and 
Sciences (ABARES) up to 2018/19 have been used in this report.  



  

Regional Comprehensive Economic Partnership (RCEP) 

The signing of the Regional Comprehensive Economic Partnership (RCEP) on the 15th November 2020 provides scope for discussions 
between Australia and China to resolve the current trade dispute with both countries being signatories to the multi-lateral agreement. 
Although the RCEP does not include any additional tariff reductions to what is already scheduled or currently in effect from bilateral 
agreements Australia already has with all countries involved, the agreement could also present opportunities to expand agricultural exports 
into alternative markets in the region by strengthening trade relationships. 

The RCEP is a free trade agreement between 15 countries in the Indo-Pacific region which has been under negotiations since November 
2012. The countries who signed the agreement include: Australia, China, Japan, South Korea, New Zealand and the ten countries that 
make up the Association of Southeast Asian Nations (ASEAN) (Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, 
Singapore, Thailand and Vietnam). India was involved in initial negotiations of the RCEP but withdrew in November 2019. India’s inclusion 
in the RCEP could have been of great benefit to Australian agricultural exports due to no existing trade agreement between Australia and 
India, and Australia’s desire to gain improved access to the large Indian market. 

RCEP countries accounted for 60 per cent of Australian agricultural exports on average over the past five financial years with an average 
annual value of $29.7 billion. China was the largest single market within the RCEP group and accounted for 41 per cent of the average 
value of exports to all RCEP countries over that period. Excluding China, RCEP countries are still a significant group of export markets with 
an average annual value of $17.6 billion, accounting for 36 per cent of all Australian agricultural exports, and have been consistent growth 
markets, rising 59 per cent in value from 2009/10 to a peak of $18.2 billion in 2019/20. 

Australia already has trade agreements in place with all RCEP countries, either through bilateral agreements or in the Comprehensive and 
Progressive Agreement for Trans-Pacific Partnership (CPTPP). Tariffs on most agricultural products have either already been reduced or 
are scheduled to be reduced under those agreements. RCEP only provides additional benefits to agricultural exports by establishing a more 
common set of rules for trade in the region and addressing some non-tariff barriers to trade. These benefits and stronger relationships 
among countries will offer some potential to continue expanding agricultural exports in the region. The ability to broaden the diversity of 
Australia’s agricultural export markets would be of increased importance if trade access to China were to be restricted. 

All countries who have signed the RCEP agreement will now ratify the agreement according to their own treaty-making procedures. The 
agreement will enter into force 60 days after six ASEAN member states and three non-ASEAN member states have ratified the agreement. 
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Significance of China to Australian barley exports 

China has been the biggest export market for Australian barley over the past five financial years, accounting for 70 per cent of barley 
exports by value. On average, Australian barley imports to China have been a roughly even split between malt and feed grades, however 
the significant decline in China’s pig herd resulting from African Swine Fever has reduced demand for feed barley in the past two seasons 
demand. As a result, malt barley has accounted for 80 per cent of Australian barley exports to China. 

Historically, Saudi Arabia, China and Japan accounted for 68 per cent of Australian barley trade. Over the five years from 2004/05-2008/09 
Saudi Arabia accounted for 28 per cent of Australian barley exports, China 22 per cent and Japan 18 per cent. However, Chinese demand 
has caused Australian barley to struggle to price itself into Saudi Arabia which has seen Saudi Arabia’s share of Australian barley exports 
fall to just 5 per cent over the last five financial years. 

Australian barley exports to China have already been severely disrupted this year due to the implementation of an 80.5 per cent tariff on the 
19th May. The tariff was imposed as a result of China’s anti-dumping investigation which was initiated back in November 2018 when China’s 
Ministry of Commerce (MOFCOM) alleged that Australian grain exporters were dumping barley into China. Dumping is defined by the World 
Trade Organisation (WTO) as when exports are sold at a price that is lower than the exporting country’s domestic market and/or lower than 
production costs which results in the damaging of the importing country’s domestic production of the commodity/good. Since the allegations 
of dumping in November 2018, Australian barley exporters lodged submissions supporting efforts to encourage China to withdraw its claims. 
Despite their efforts, a tariff of up to 73.6 per cent with an additional subsidy margin of up to 6.9 per cent was announced on 9th May 2020 
and imposed on the 19th May. In addition to imposing a tariff, China suspended all barley imports from Australian exporter CBH Group on 
1st September 2020 following claims of excessive weed seeds and banned shipments from Emerald Grain on 3rd November 2020 due to 
“multiple non-compliances” of quarantine contaminants in several loads of barley. 

These actions have restricted Australian barley exports to China to approximately 165,000 tonnes since the tariff was announced, 
accounting for 20 per cent of total exports. These volumes have been able to avoid tariffs by being imported into ‘economic exclusive zones’ 
whereby barley is unloaded, put through the malting process and exported as malt without leaving the exclusive zone. 

 

Alternative markets for Australian barley exports 

China’s tariffs on Australian barley imports have highlighted the risks of being overly reliant on a single market. Industry bodies and 
exporters are working hard to diversify barley export markets. With China effectively priced out of the Australian barley export market, there 
is limited scope to become overly reliant on another single market as the only other market large enough to consume majority of Australian 
exportable surplus is Saudi Arabia, where Australia faces stiff competition from Black Sea origin barley. 

Since China’s announcement of tariffs, Australian barley prices have become competitive into Saudi Arabia where demand is exclusively for 
feed barley and typically highly price sensitive. Australian barley has frequently been priced out in the Middle East by exports from the Black 
Sea region, so early shipments of barley into the region are a good start to recapturing some demand. 

Australian barley exports to Japan are majority feed for their wagyu beef production. There is potential for Japan to increase their demand 
for Australian malt barley should prices decrease. However, Japan’s average Australian malt imports equates to around 90,000 tonnes per 
year, well short of the average Chinese malt consumption of 1.5 million tonnes. 

Thailand has emerged as a new market for Australian barley with volumes to Thailand in 2019/20 doubling year-on-year to account for 19 
per cent of Australian barley exports. Expanding demand from new markets is an encouraging sign, however a positive longer-term outlook 
will depend upon the sustainability of this stronger demand from Thailand.  

India could also emerge as a new growth market for Australian barley after a Comprehensive Strategic Partnership between India and 
Australia was committed to in October 2020 which has removed some trade barriers, however some such as zero tolerance of particular 
weed seeds still remain. Signs are positive as Australian and Indian parties continue to work to open the door to Australian barley imports, 
with the potential Indian malt barley market estimated to be up to 650,000 tonnes by 2030, however this is well below China’s five-year 
average for Australian barley imports of 3.7 million tonnes.  

Potential impacts of a suspension of Australian barley exports to China 

Barley prices in South Australia and Western Australia dropped $50/t immediately following the implementation of tariffs, as many buyers 
stepped out of the market and await further information. With the exception of barley into ‘exclusive economic zones’, tariffs have essentially 
halted barley sales into China. Domestic prices have remained under significant downwards pressure, for the short term but have since 
stabilised with the support of sustained demand from Japan and Thailand, although monthly exports from April to August have been around 
50 per cent below average. In positive signs, Australia exported its first bulk cargo of barley to Saudi Arabia since September of 2018, 
providing optimism Australia can recapture some Middle Eastern demand. 

Carry-out stocks of barley are expected to be high at end of 2019/20 season which will continue to see barley trade at significant discount to 
wheat. 

 

 

 



 
  

Significance of China to Australian wheat exports 

Australia is far less reliant on China as an export market for wheat compared to barley despite China being the most valuable market for 
Australian wheat exports in 2019/20, accounting for 14.8 per cent of the value of wheat exports. However, an average annual export value 
of $362 million over the last five financial years placed China as the fifth largest export market with 7.8 per cent of total export value. 

China’s demand for Australian wheat has increased over the past five years due to a growing population and food security requirements. 
Demand is predominantly for lower quality Australian Standard White (ASW) wheat for noodles rather than higher protein milling grades. 
Wheat is also used for stockfeed at times depending on its value relative to corn or other alternatives. China has recently been purchasing 
large amounts of corn and wheat from the United States and wheat from Australia indicating demand for wheat is likely to soften in coming 
months. 

Despite China purchasing large volumes of Australian wheat in recent months, a recent statement on 2nd September 2020 announced that 
Chinese customs would be carrying out ‘enhanced inspections’ on Australian wheat imports which has placed a level of uncertainty over 
potential disruptions to trade. 

 

Alternative markets for Australian wheat exports 

Australian wheat exports have a relatively diversified range of export markets. Over the last five financial years, Indonesia has accounted for 
17.5 per cent of Australian wheat exports by value, followed by the Philippines (9.0 per cent), Vietnam (8.7 per cent) and South Korea (7.9 
per cent). Japan and the Middle East are also important export markets.  

Exports markets in South East Asia, particularly Philippines where Australia has an advantage over competitors with no tariffs, would likely 
purchase additional Australian wheat. Indonesia, Vietnam and Thailand also have potential to increase demand, particularly if prices reduce 
further. Australia has faced competition from Russian and Argentinian wheat into South East Asian destinations in the previous years of low 
production, but poor production in Argentina, and poor production in Europe has lifted Russian prices and made Australian wheat relatively 
competitive. Even a minor drop in Australian prices will make Australian wheat attractive to importers in South East Asia where Australia 
enjoys a freight advantage. 

 

Potential impacts of a suspension of Australian wheat exports to China 

Following initial rumours of a potential suspension of Australian wheat exports to China on the 4th November 2020, wheat prices declined 
by $10/tonne (or three per cent) from the previous day. Should disruptions to wheat exports be confirmed, further reductions to prices would 
be expected. Despite a lesser reliance on China for wheat exports compared to barley, China generally pays a premium for grain, so the 
loss of Chinese demand would still have an impact on Australian prices. 

Prices are anticipated to soften in coming months due to increased grower selling through harvest and an anticipated increase in Australian 
wheat production this season to 28.3 million tonnes. Australian wheat prices are starting from a high based, currently sitting around decile 8-
9 of prices over the past 10 years, supported by concerns around northern hemisphere production.  

While the loss of Chinese demand would likely result in a price decline, this would assist export competitiveness into alternative markets 
and attract demand from a range of viable alternatives. 
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Significance of China to Australian lobster exports 

China has become the primary export market for Australian lobsters over the past three financial years and accounted for 93 per cent of the 
$543 million of lobsters Australia exported in 2019/20. Over the past three years China has accounted for over 82 per cent of all Australian 
lobster exports. Australian lobster exports primarily originate from Western Australia which accounted for 58 per cent of Australian lobster 
exports in 2019/20 with an export value of $315 million. 

China has only been a significant export market for Australian lobsters since 2016/17 after the value of exports rose from $10 million in 
2015/16 to a peak of $708 million in 2018/19. Vietnam was the largest export market for Australian lobster between 2012/13 and 2016/17 
and accounted for 91 per cent of the value of exports in 2014/15. It is believed that up to 95 per cent of lobsters exported to Vietnam were 
then illegitimately sold into China through the grey trade. 

Australian lobster exports to China benefitted from reduced tariffs under the China-Australia Free Trade Agreement (ChAFTA) which came 
into effect in December 2015 and included a reduction in the tariff on Australian lobster exports to China from ten per cent to zero by 2019. 
Reduced tariffs coupled with an effort to clampdown on the grey trade through Vietnam has assisted Australian lobster exports into 
mainland China increasingly rapidly, while exports to Vietnam from 2018/19 have been virtually non-existent. 

In early November 2020 Australian lobster shipments experienced custom clearance delays due to increased import inspections in China. 
Tonnes of live lobsters were stuck in Chinese clearance houses awaiting inspections by customs officials. Although Chinese Ministry of 
Commerce and the Australian Department of Foreign Affairs and Trade are yet to confirm any changes to the customs and inspections 
process, Australian Agriculture minister David Littleproud confirmed that China was inspecting between 50 and 100 per cent of Australian 
rock lobsters, citing concerns around trace elements of metals. Given the highly perishable nature of the product, many Australian lobster 
exporters have made the decision to halt shipments into China until more is known. While an outright ban on Australian lobsters is unlikely, 
due to the high level of perishability, any changes to customs that cause additional delays are likely to have a negative impact upon exports.  

 

Alternative markets for Australian lobster exports 

Growing demand for lobster in Hong Kong, Taiwan, Singapore and Japan offers some limited opportunities for trade into alternative 
markets. However, these markets combined accounted for less than five per cent of the value of Australian lobster exports in 2019/20 and 
would not have sufficient demand to replace much of the current demand from mainland China. 

There is also potential for Vietnam to import Australian lobster and resume the grey trade across the border to China in order to satisfy 
some Chinese demand.  

 

Potential impacts of a suspension of Australian lobster exports to China 

Due to the high level of dependency upon China and relatively low viability of alternative markets and the domestic market to account for the 
loss of the Chinese market, any restrictions placed upon Australian lobster exports to China would potentially be devastating for the industry 
and lead to a significant fall in prices. This would add to what has been a difficult year in which lobster prices have already fallen by more 
than 30 per cent due to the impacts of COVID-19.  
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Significance of China to Australian wine exports 

China was Australia’s most valuable wine export market in 2019/20 with exports of $1.1 billion accounting for 37 per cent of Australian wine 
exports. China is primarily a premium bottled red wine market with red wine accounting for 97 per cent of the value of Australian wine 
exports to China in 2019/20 which meant China accounted for 47 per cent of the value of Australian red wine exports. 

Not only is China a significant market for Australian wine, it has been the only significant growth market during the last decade and therefore 
the primary driver of the recovery in wine grape prices. The value of Australian wine exports to China in 2019/20 was five times that of 
2013/14 after growth of $873.2 million. The rapid growth in Australian wine exports to China was helped by the China-Australia Free Trade 
Agreement (ChAFTA) which came into effect in December 2015 and saw tariffs progressively reduced from 14 per cent to zero by January 
2019. 

Australian wine exports have faced an uncertain outlook since China announced that they launched an anti-dumping investigation into 
Australian wine exports on 18 August 2020. China’s Ministry of Commerce announced they will look at whether Australian winemakers 
“dumped” bottles of wine at deliberately low prices in order to crowd out local producers and claim a bigger market share. The investigation 
is expected to last 12 months, concluding in August 2021. Australian Trade Minister Simon Birmingham also added that China had warned 
they may launch a second investigation into whether Australian wine exports were benefitting from government subsidies. Indications of 
China suspending Australian wine imports began on the 3rd November 2020 and while there has been no official confirmation of any 
change to Australia’s trade access, Australian wine exporters have reported that shipments have since been unable to clear Chinese 
customs. The disruption to trade and uncertainty of trade access comes during the most valuable export period in the year with exports to 
China during November and December accounting for 24 per cent of annual export value on average. 

 

Alternative markets for Australian wine exports 

The United States is the second most valuable export market at $445 million in 2019/20, accounting for 15.3 per cent of Australian wine 
exports, and is followed by the United Kingdom at $410 million, or 14.1 per cent share. However, it is unlikely that either the US or UK will 
be able to replace the loss of the Chinese market as rather than importing bottled wine as China does, the US and UK primarily import 
Australian wine in bulk and bottle it locally. This means they are the largest export markets by volume but lack the added value of Chinese 
demand for premium bottled wine. The value of exports to both markets have shown no growth over the last decade and is less than it was 
at the start of the millennium. 

Canada, Hong Kong and Singapore may purchase some additional Australian red wine however with a combined share of Australian wine 
export value of less than 14 per cent, they do not have the scale to replace Chinese demand. 

 

Potential impacts of a suspension of Australian wine exports to China 

Restrictions placed on Australian wine exports would have a significant impact on Australian wine and grape prices due to the strong 
reliance on China, particularly for red wine. While there is some potential for other markets, including the domestic market, to replace some 
Chinese demand, a lack of growth in alternative markets in recent years indicates that this will not be sufficient to fully replace Chinese 
demand.  

The impact reduced demand for Australian wine due to the loss of access to China would have on price could be partially offset by reduced 
production in 2020. Australian wine grape crush in 2020 is estimated to have declined by 12 per cent from 2019, largely due to dry 
conditions in many regions during the growing season and a loss of approximately three per cent due to the impact of bushfires during the 
2019/20 summer. Lower production would offer some support to prices, however not enough to outweigh the loss of Chinese demand. 
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Significance of China to Australian wool exports 

China is Australia’s largest market for wool exports and has been since the early 1990s. China accounted for 77.4 per cent of the value of 
Australian wool exports in 2019/20, totalling $1.9 billion. Not only does China account for a large proportion of Australian wool exports, but 
with exports accounting for approximately 83 per cent of production in 2019/20, two-thirds of all Australian wool production is exported to 
China. This makes wool the most heavily reliant agricultural commodity on China. 

The reliance on wool trade between Australia and China is mutual with Australia being the world’s largest producer of wool, accounting for 
90 per cent of the world’s fine wool. China is the world’s largest consumer of wool and is dependent on Australian wool to produce clothing 
and textiles with very few alternative suppliers to provide suitable volumes and quality. 

 

Alternative markets for Australian wool exports 

Given the significant proportion of Australian wool that is exported to China and China’s dominance as a woollen textile manufacturer, it is 
no surprise that there are few viable alternatives for Australian wool exports. Italy is Australia’s second largest market for wool, however 
only accounted for 5.8 per cent of export value in 2019/20. India and the Czech Republic are similarly small export markets for Australian 
wool, accounting for 5.4 per cent and 2.9 per cent of export value in 2019/20, respectively. Given the scale of woollen textile manufacturing 
in these countries, there would be a very low possibility of being able to purchase the volume of Australian wool that currently is shipped to 
China.  

 

Potential impacts of a suspension of Australian wool exports to China 

Restrictions on Australian wool exports to China would have a devastating impact on the Australian wool industry due to the significant 
reliance on China and lack of viable alternative markets to replace Chinese demand. The outlook for wool prices is already unfavourable as 
the impacts of COVID-19 have reduced demand for high value woollen clothing. Reduced demand is set to be met by increased supply on 
the back of improved seasonal conditions and carry-over stocks from last season. This has already seen wool prices drop to the lowest level 
in over five years in recent months. 

Given China’s mutual reliance on the trade of Australian wool it would be unlikely that China would impose significant trade access 
restrictions on Australian wool. Nonetheless, any reduction in access would likely lead to a further decline in prices given the current 
subdued demand and increased supply environment.  
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Significance of China to Australian red meat exports 

Chinese demand for Australian red meat (beef, lamb and mutton) has risen substantially and rapidly over the last four years to become the 
most valuable export market, worth over $4 billion in 2019/20 and accounting for 26.6 per cent of total red meat exports. Beef was the most 
valuable red meat commodity exported to China at $2.8 billion in 2019/20 with China accounting for 25.2 per cent of Australian beef exports. 
The value of lamb and mutton exports to China in 2019/20 were $627 million and $607 million, respectively. Despite a similar value of 
exports, China had a much higher share of mutton exports at 44.5 per cent compared to lamb at 23.3 per cent. 

The growth in red meat demand in China recently has been largely driven by a growing number of middle-class households seeking higher 
quality meat. Domestic production in China has been unable to keep up with demand which has created a growing requirement for imports. 
The need for imports was further expanded in 2019 as the spread of African Swine Fever resulted in an estimated 20-25 million tonne 
protein supply deficit as China’s pig herd declined by 30-50 per cent. 

Australian beef exports to China have been affected by reduced trade access in 2020 with four abattoirs in Queensland and New South 
Wales suspended from accessing the Chinese market from the 12th of May. The reason for the suspensions by was alleged inconsistencies 
in labelling and documentation and were imposed around the same time an 80.5 per cent tariff was applied to Australian barley exports to 
China. This is one factor behind why Australian beef exports to China between June and October in 2020 were less than half of the volume 
exported during the same period in 2019.  

 

Alternative markets for Australian red meat exports 

Australian red meat exports have a diverse range of markets with multiple large alternative markets, despite the significant value of exports 
to China. 

The position of Australia’s most valuable beef export market is tightly contested between China, Japan and the United States, with each 
country accounting for over 20 per cent of the value of Australian beef exports in 2019/20. However, significant growth to both Japan and 
the US is unlikely in the short-term as US production is expected to be a record high in 2021 which could both reduce demand for Australian 
beef in the US and increase US exports to Japan. The US import market is also becoming more competitive with greater imports from 
central and South America recorded in 2020. South Korea, Indonesia and Vietnam represent smaller growth markets for Australian beef. 

The US has been Australia’s most valuable export market for lamb for the last seven years, with a value of $736 million in 2019/20. The 
Middle East was consistently Australia’s second most valuable export market prior to being overtaken by China in 2019/20. Both markets 
have been on long-term growth trends which has supported long-term growth in lamb prices in addition to strong growth in Chinese demand 
more recently. While neither market could fully absorb the amount of lamb currently exported to China, there is potential that efforts to 
increase consumer familiarity with lamb in these markets could help accelerate the growth in demand. There is also potential to see 
stronger growth in emerging lamb markets such as South Korea and Japan. A factor in favour Australian lamb adapting to reduced or no 
access to China is a lack of strong competition in global lamb market due to Australia and New Zealand accounting for approximately 70 per 
cent of global sheepmeat exports.  

Mutton would be the most challenged red meat commodity to replace Chinese demand due to a higher reliance on China. Nonetheless, the 
Middle East, US and Malaysia are all significant export markets for mutton which could show growth in demand.   

 

Potential impacts of a suspension of Australian red meat exports to China 

China has been an important growth market for Australian red meat exports over the last four years and has been a crucial factor supporting 
high commodity prices in that period. Restricted access or a suspension of access to China would mean a loss of that important supporting 
factor for high prices with product unlikely to be redirected to alternative markets at current prices. Starting from a current base of prices in 
decile 8-10 ranges, cattle, lamb and mutton prices would be expected to correct towards 10-year average levels.  

A return to longer-term average prices would have significant implications for producers who have begun rebuilding stock numbers in 2020 
by purchasing stock at or near record high levels by reducing or potentially eliminating the margins that could be made when selling those 
stock. 
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Significance of China to Australian dairy exports 

China was Australia’s largest export market for dairy products in 2019/20 totalling $662 million, an increase of 11 per cent compared to 
2018/19. This represented 26 per cent market share, five per cent higher than the five-year average. Milk powders and in particular skim 
milk powder accounted for 55.1 per cent of Australia’s dairy exports to China. Milk powder exports have recorded five consecutive years of 
growth in value. Cheese exports to China make up a much smaller percentage of exports, accounting for 15.1 per cent of total dairy exports 
by value in 2019/20. Cheese exports have not experienced the same growth as milk powders, remaining relatively flat for the past five 
years.  

China is very much a growth market for Australian dairy products, recording just one year of decline in total export value over the past eight 
years and five consecutive years of growth to 2019/20. This trend looks likely to continue as the first quarter of 2020/21 recorded a growth in 
export value of 23.4 per cent, with every major product category reporting positive growth. Milk powder exports are leading the way 
increasing by $14.8 million compared to the same quarter in 2019/20.  

 

Alternative markets for Australian dairy exports 

Japan is Australia’s second largest marketing for dairy exports accounting for 19.2 per cent or $487 million in 2019/20. Japan was 
Australia’s most valuable export market for dairy products up until 2016/17. Prior to the emergence of China as a growing export market in 
2013/14, Japan accounted for around 73 per cent of dairy exports by value. This means there was more of a concentration risk prior to 
2013/14 compared to today. In many ways the dairy industry has found diversity with the emergence of China. From a market share point of 
view but also from a product point of view. Japan and China are different export markets when it comes to dairy products, Japan is a 
valuable cheese market whereas China is geared towards milk powder. Cheese accounted for 94.1 per cent of the value of dairy exports to 
Japan in 2019/20. Making Japan Australia’s most valuable market for cheese exports. Australia’s other top markets include Singapore, 
Malaysia and Indonesia which have a market share of around 6 to 7 per cent each. The gap between these markets and China and Japan 
is significant.  

Australian dairy exports are already diversified to a larger degree than many other industries. However, it’s unlikely Japan would be a 
replacement for China when it comes to export volume and value, simply due to fact Japan imports cheese and not a lot of milk powder. 
Milk powder exports could be spread over the top ten export markets, particularly Indonesia and Singapore. Although the volume purchased 
by China would make this task difficult, as would competition from other export nations such as New Zealand.  

 

Potential impacts of a suspension of Australian dairy exports to China 

A suspension of dairy exports to China would have a significant impact on price and profitability for farmers and processors. This is largely 
due to the volume of milk powder exported to China. Milk processing would move more towards cheese given the known market in Japan, 
however Japan itself is a dependency risk when it comes to cheese exports. Stock piling of both milk powder and cheese would likely occur 
which would put downward pressure on prices. Other smaller markets such as Singapore, Malaysia, Indonesia and Thailand would likely be 
open to more volume however it would be unlikely that these countries could deal with Australia’s probable stockpile in the short term. 
Processor demand for milk may retreat depending on the duration of a suspension, this would likely lead to a decrease in farm gate milk 
prices in response to softer demand for Australian dairy products.  

China would need to fill orders for milk powder and cheese if it were to suspend Australian exports. New Zealand would become the 
obvious choice for milk powder and Europe may become the choice for cheese. This would likely take supply out of other markets including 
Singapore, Indonesia, Malaysia and other South East Asian markets. Given Australia has a diversified market for dairy exports it could 
capitalise on demand from these smaller markets which would partially offset China’s suspension.  
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Significance of China to Australian horticulture exports 

China remains Australia's most significant market for both fruit and nut producers with combined exports totalling over $997 million in the 
2019/20 season, an increase of 20.5 per cent on the previous year. 

Australian nut exports were valued at $475 million last season with almonds making up over 70 per cent and macadamias totalling 25 per 
cent of exports, respectively. Over the past five-years nut exports to China have seen incredible growth, rising from 6.9 per cent of total nut 
exports in 2015/16 to almost 48 per cent in 2019/20. This growth saw China overtake India to became Australia's number one export 
destinations for nuts, with the growth primarily attributed to China seeking an alternative supplier after placing additional tariffs on United 
States almonds imports and the continued growth of the Chinese middle class.  

Fruit exports totalled $522 million in 2019/20 with China’s overall share of Australian fruit exports growing from 18.3 per cent in 2015/16 to 
almost 34 per cent in 2019/20. Table grapes make up 53 per cent of total fruit exports with citrus and stone fruit totalling 32 per cent and 14 
per cent of exports respectively. Fruit exports to China are expected to continue to increase thanks to the elimination of tariffs on Australian 
citrus by 2023 under the China Australia Free Trade Agreement and continued increases in consumer demand.  

 

Alternative markets for Australian horticulture exports 

Prior to 2018, India was Australia's largest export market for nuts, though the introduction of tariffs upon specific nut products led to exports 
falling from a peak of almost 20 percent total market share in the 2017/18 season down to just to 5.3 per cent in 2019/20. An agreement last 
year to enable Australian walnuts access into the Indian market should see nut exports begin to bounce back, though given Australia's 
limited walnut production we are unlikely to see India re-emerge as Australia's largest nut export market. Excluding China; Vietnam, 
Germany and Japan are the next largest export markets for Australian nuts, totalling 5.8 per cent, 5.7 per cent and 5.4 per cent of market 
share, respectively. 

China has remained Australia's largest fruit export market since 2016 with growth driven by the removal of import tariffs over the past couple 
of years. Japan, Hong Kong and Singapore are Australia's next fruit largest export markets with 8.7 per cent, 8 per cent and 5.6 per cent 
market share, respectively. Further export growth is anticipated as demand for Australian produce remains high within these markets. 
Indonesia is shaping as a strong alternative market following the recently ratified Indonesia-Australia Comprehensive Economic Partnership 
Agreement, with Indonesia now a far more attractive export market than it was five years ago thanks to reduced tariffs and market barriers 
for Australian fruit. While Indonesia only accounts for 4.7 per cent of fruit exports this is expected to increase as Australian producers begin 
developing relationships within this market.  

 

Potential impacts of a suspension of Australian horticulture exports to China 

Given the significance of the Chinese market to both Australian fruit and nut producers and limited alternative markets, any suspension or 
trade restrictions imposed upon these horticultural industries would likely lead to a sustained fall in both domestic and export prices. With 
impacts to export profitability already being felt by producers thanks to increasing airfreight costs, this decline in prices would impact 
profitability further for producers, making perishable products less viable. 

Due to these declining prices, Australian nut and fruit produce would become more competitive in the global market, potentially opening 
avenues to increase Australian exports to alternative markets, particularly India and Indonesia.  

Nut producers throughout Australia would likely see a greater impact than fruit producers due to the heavier reliance of Australian nut 
exports upon the Chinese market. Australia's domestic market would assist in absorbing some of the additional supply with local consumers 
benefiting from the reduced prices. 
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Average annual export figures for the last five financial years (in order of share of export value to China): 

 Export value Export volume Australian 
imports as a 
% of Chinese 
consumption Alternative Markets Commodity 

Value of 
exports to 

China 

China’s 
share of Aus 

exports 

Volume of 
exports to 

China 

China’s 
share of Aus 

exports 
Wool $2,450 M 75% 237 KT 77% N/A Italy, India, Czech 

Republic 
Rock Lobster $356 M 52% 8 KT 51% N/A Hong Kong, USA 
Table Grapes $177 M 37% 46 KT 37% 0.4% Indonesia, South 

Korea, Japan 
Wine $829 M 31% 127 ML 16% N/A USA, UK, Canada 
Cotton $545 M 31% 206 KT 30% N/A Indonesia, Vietnam, 

Bangladesh 
Fruit (excl grapes) $169 M 24% 66 KT 20% N/A Hong Kong, Japan, 

Singapore 
Almonds $124 M 22% 15 KT 21% 6.7% India, Europe, New 

Zealand 
Dairy $510 M 21% Milk & cream: 

81 ML 
Milk & cream: 

38% 
N/A Japan, Singapore, 

Indonesia 
   Other dairy: 

82 KT 
Other dairy: 

17% 
N/A  

Sheepmeat $637 M 20% 121 KT 27% 3.5% USA, Middle East, 
Malaysia, Japan 

Crops $1,678 M 17% 5.4 MT 21% N/A  
- Barley $1,051 M 66% 3.7 MT 66% 49.3% Saudi Arabia, Japan, 

Thailand (emerging) 
- Wheat $362 M 8% 1.1 MT 8% 0.9% Philippines, Japan, 

South Korea, Thailand, 
Malaysia, Vietnam 

- Canola $96 M 6% 0.14 MT 6% 0.8% Europe, Japan 
- Pulses $28 M 2% 0.02 MT 1% N/A  
- Other Grains $142 M 33% 0.4 MT 61% N/A  
Beef $1,442 M 16% 187 KT 16% 3.7% USA, Japan, South 

Korea 
Sugar2 $90 M 5% N/A N/A N/A South Korea, Japan, 

Indonesia 
Vegetables $0.5 M 0.2% 104 T 0.05% N/A Middle East, 

Singapore, Malaysia 
 
All data has been sourced from Global Trade Atlas and is provided in Australian Dollars. 

 
 

 

 

 

 

 

 

 

 

 

 

2Official statistics on sugar exports (including export markets and state of origin) are unavailable due to confidentiality provisions. Data is published 
on a quarterly basis and released six months after the reference period. Estimates from the Australian Bureau for Agricultural and Resources 
Economics and Sciences (ABARES) up to 2018/19 have been used in this report. 

Appendix 



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.
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